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MEXORANDUM TO RECIPIENTS 

Attached is a composite s e l e c t i o n  of summary 
r e p o r t s  on c e r t a i n  of t h e  more important  
s t u d i e s  and surveys on f o r e i g n  a i d  conducted 
over  t h e  l a s t  s eve ra l  years  -- s ince  1947* 
It w i l l  be noted t h a t  t h e  r epor t s  have been 
grouped i n t o  t h r e e  s e c t i o n s  -- t h e  f i r s t  in-  
cludes s t u d i e s  undertaken p r i o r  t o  and i n  
p repa ra t ion  f o r  implementation o f  t h e  Marshall  
Plan; t h e  second sec t ion  includes s t u d i e s  
undertaken sirice 1950; and t h e  t h i r d  s e c t i o n  
conta ins  some of  t h e  new proposals  o f f e r e d  
i n  recent  months as  t o  new d i r e c t i o n s  t h e  
program might move in to .  

No attempt, h a s  been made i n  preparing t h i s  
co l lec t i .on  t o  be comprehensive o r  t o  cover  
every s tudy o r  survey on record.  Rather, it 
is  intended p r imar i ly  a s  a guide and source 
of quick reference  on the  major unclass i f  l e d  
r e p o r t s  of  the  pas t  and on what appear t o  be 
some of the  more s i g n i f i c a n t  new ideas  l i k e l y  
t o  be considered and debated i n  d i scuss ions  
o f  fo re ign  a i d  during t h e  coming months. 

Executive Sec re t a ry  
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PART I -- -- 

STUDLES UNDJBTAKEN PRIOR 

TO AND I N  PREPARATION FOR 

IMPIEMENTATION OF THE MARSHBU PLAN 



THE IMF'ACT OF FOREIGN AID UPON THE DOMESTIC ECONOMY - - --- 

A Report t o  the  Pres ident  
by t h e  Council of Economic Advisers 

October 19b7 

This repor t ,  vhich uas  made a t  t h e  reques t  of t h e  President ,  
considered t h e  ex ten t  o f  the  burdens t h a t  would be imposed on t h e  
economy of  t h e  United S t a t e s  by providing f u r t h e r  f o r e i g n  a i d  dur ing  
t h e  next few years  and t h e  capac i ty  of t h e  economy t o  support those  
burdens. A s  a companion t o  t h e  Krug Report on t h e  impact of f o r e i g n  
a i d  on  U.S. na t iona l  resources and phys ica l  capac i t i e s ,  t he  CEA r e p o r t  
concentrated on t h e  e f f e c t s  of exports,  p a r t i a l l y  Government -f inanced, 
upon domestic production, consumption, and p r i ces .  

Eased on an  examhat ion  of t h e  e f f e c t s  of pas t  a i d  i n  terms 
of t h e  s i z e  of t h e  export surp lus  and domestic consumption and t h e  
e f fec t s  on p r i c e  l e v e l s  t o  da te ,  the  CEA r epor t  r e f l e c t e d  the  fol lowing 
f indings  and conciusions wi th  respect  t o  the  general  impact of  a new 
fo re jgn  a i d  program: 

I n  t h e  absence of a new a i d  program, it was l i k e l y  t h a t  
t h e  U.S. export surp lus  would s i n k  t o  an annual r a t e  of b t o  
5 b i l l j o n  d o l l a r s  by the  fol lowing year-1948-contrasted with 
t h e  13 b i l l i o n  d o l l a r  annual r a t e  i n  the  second quar t e r  of 
19b7 and a n  estimated then cu r ren t  r a t e  of about 10 b i l l i o n  
do l l a r s .  Assuming t h a t  imports would remain a t  approximately 
t h e  then  cu r ren t  l e v e l  of about 8 b i l l i o n  d o l l a r s  a year, 
it was estimated t h a t  t o t a l  U.S. exports  during t h e  next 
year  would s ink  t o  an annual r a t e  of 13 b i l l i o n  d o l l a r s  o r  
l e s s ,  compared t o  an annual r a t e  of 2 1  b i l l i o n  d o l l a r s  i n  t h e  
second q u a r t e r  of  1947 and a n  estimated then  current  annual 
r a t e  of  about 18 b i l l i o n  do l l a r s .  It was bel ieved the  major 
reductions would occur i n  exports  to Europe. 

The r epor t  s t a t e d  t h a t  while t h i s  rapid reduct ion  i n  
expor ts  would probably not  i n f l i c t  s e r ious  s h o r t  run  damage 
on the  U.S. economy, s u b s t a n t i a l  problems o f  readjustment 
would be generated. Moreover, t h e  i n d u s t r i a l  p a r a l y s i s  
which could be expected t o  r e s u l t  i n  some o t h e r  coun t r j e s  
would have repercussions of major proport ions upon our own 
economy and upon world s t a b i l i t y .  



The repor t  assumed f o r  i l l u s t r a t i v e  purposes a fo re ign  
a i d  f i g u r e  based upon t t e  Pa r i s  Conference Report which would 
reach a maximum annual r a t e  of 8 b i l l i o n  d o l l a r s  dur ing  t h e  
f i r s t  year, inc luding  about 1 b i l l i o n  d o l l a r s  a l r eady  authorized,  
and which would produce a maxirr,um export  su rp lus  of about 12 
b i l l i o n  d o l l a r s  a year. This would mean t o t a l  expor ts  a t  a 
peak of  not more than 20 b i l l i o n  d o l l a r s  a year ,  assming 8 
b i l l i o n  d o l l a r s  of  imports. Since these  l e v e l s  were lower 
than those reached during t h e  second q u a r t e r  of 1947 and were 
expected t o  d e c l i n e  appreciably from year t o  year ,  t h e  CEA 
concluded t h a t  t h e  export surp lus  r e s u l t i n g  f r a m  any f u t u r e  
f o r e i g n  a id  pmgram would a t  no time equal ,  and f o r  most of 
t h e  time would be s u b s t a n t i a l l y  l e s s ,  than  t h e  l e v e l s  reached 
dur jng  1947. 

I n  view o f  t h e  long-run prospect  f o r  i nc reas ing  American 
output  i f  maximum employment arid production were maintainedL 
these  f a c t s  l e d  t o  t h e  conclusion t h a t  t h e  genera l  impact of 
a neu f o r e i g n  a i d  program of t h e  assumed s i z e  upon t h e  American 
economy could be sus t a ined  because a l a r g e r  impact had a l r eady  
been sustained.  The r epor t  s t r e s sed ,  however, t h a t  problems 
r a i sed  by s p e c i f i c  commodities i n  r e l a t i v e l y  s h o r t  supply could 
d i s t o r t  o r  over turn  t h i s  gene ra l ly  o p t i m i s t i c  p i c t u r e  if  not 
d e a l t  with e f f e c t i v e l y .  



NATIONAL RESOURCES AND FOREIGN A I D  - - 
("The Krug Report") 

by 

J. A.  Krug, Sec re t a ry  of  t h e  I n t e r i o r  

October 9 ,  1947 

The purpose of t h i s  s tudy was t o  determine t h e  e f f e c t s  o f  a 
program of f o r e i g n  a i d  upon our  na t iona l  resources,  p a r t i c u l a r l y  o u r  
raw mater ia l s ,  our manpower, and our  product ion f a c i l i t i e s .  Its scope 
covered extens ive  s t u d i e s  of t h e  a v a i l a b i l i t y ,  cu r ren t  u t i l i z a t i o n ,  
and p o t e n t i a l  expansion o f  our  resources--including surveys o f  t h e  major 
nonexportable resources--manpower, e l e c t r i c  power, and t r anspor t a t ion - -  
and s ta tements  concerning t h e  cu r ren t  and prospect ive  production, con- 
sumption, export,  and resource r e se rve  p o s i t i o n  of  major commodities 
and commodity groups. The commodities s e l ec t ed  f o r  s tudy  were those  
r ep resen t ing  t h e  bulk of  c u r r e n t  exports  and most l i k e l y  to be requi red  
f o r  a f o r e i g n  a i d  program. A b r i e f  s tudy of  t h e  l e v e l s  and p a t t e r n  of 
U.S. f o r e i g n  t r a d e  was a l s o  included i n  o r d e r  t o  provide perspec t ive  
on t h e  r e l a t i v e  magnitude o f  f o r e i g n  a i d  expor ts .  

The fundamental ques t ion  t o  which t h e s e  s t u d i e s  sought t o  
provide a n  answer was whether t h e  economy of  t h e  U.S. could support ,  
i n  terms o f  i t s  phys ica l  impact, a program of f o r e i g n  a i d .  

I n  d i scuss ing  world needs and United S t a t e s  c a p a c i t i e s ,  t h e  
r e p o r t  s t a t e d  a t  t h e  o u t s e t r  

"The c u r r e n t  high l e v e l s  of product ion and consumption i n  
t h e  United S t a t e s  a r e  c rea t ing ,  i n  a number of  s p e c i f i c  and 
important a r e a s  of our  economy, c e r t a i n  d i f f i c u l t  supply impacts 
t h a t  must be faced .  'They a r e  a l s o  aggravat ing gene ra l ly  t h e  
urgent  need f o r  extending our  programs f o r  t h e  conservat ion,  
development, and expansion of  t h e  Nation 's  resources.  Even 
though f o r e i g n  a i d  expor ts  i n  genera l  a r e  a smal l  propor t ion  
of ou r  domestic product ion o r  requirements and t h e i r  d r a i n  
upon our  resources  r e l a t i v e l y  minor, t hey  po in t  up t h e  need 
f o r  f i n d i n g  so lu t ions  t o  seve ra l  important supply  problems 
and emphasize t h e  importance of broadening our  conserva t ion  
p r a c t i c e s  and bu i ld ing  up ou r  s t o c k p i l e s  o f  s t r a t e g i c  
minerals . It 



Findings developed from t h e  underlying s t u d i e s  showed t h a t  
t h e  problems c rea t ed  by t h e  impact of  a poss ib l e  f o r e i g n  a i d  program 
upon t h e  economy of  t h e  U.S. would be of two s o r t s .  Most immediately, 
t h e r e  would be t h e  supply impacts: t h e  problems of ob ta in ing  adequate 
s u p p l i e s  o f  t h e  commodities uhich a r e  not c u r r e n t l y  being produced i n  
s u f f i c i e n t  q u a n t i t i e s  t o  s a t i s f y  a l l  demands. To meek t h e s e  problems, 
t h e  r e p o r t  dec la red  it would be necessary e i t h e r  t o  i nc rease  product ion 
thmugh expanding capac i ty  o r  u t i l i z i n g  e x i s t i n g  capac i ty  more in -  
t ens ive ly ,  o r  t o  d i v e r t  consumption from l e s s  e s sen t i . a l  domestic and 
f o r e i g n  uses  t o  more e s s e n t i a l  ones.  

Also c i t e d  were t h e  resource impacts: t h e  problems of pre-  
vent ing  t h e  combined domestic and f o r e i g n  d r a i n  on ou r  natural resources  
f r o m  d e p l e t i n g  them a t  uneconomic o r  unsafe r a t e s .  The r epor t  s t a t e s  
t h e s e  could be met e i t h e r  by r e s t r i c t i n g  production, and so running 
i n t o  c o n f l i c t  wi th  t h e  requirements of  sound economic pol icy,  both 
domestic and fore ign ,  o r  by adopting conserva t ion  p r a c t i c e s  which w i l l  
permit maximum r a t e s  of product ion t o  be a t t a i n e d  with sa fe ty .  

With r e spec t  t o  t h e  supply impacts on s p e c i f i c  i tems t h e  
r e p o r t  s e t  f o r t h  t h e  fo l lowing  f ind ings :  

Wheat - - We can  cont inue t o  supply l a r g e  q u a n t i t i e s  of 
of wheat f o r  f o r e i g n  a i d  without  s u b s t a n t i a l  
reduct ion  of food suppl ies  i n  t h i s  country o r  
undue d r a i n  on  our  s o i l  resources  assuming 
average weather and our  cont inued a b i l i t y  t o  
p l a n t  i n  t h e  Great P l a ins .  

Nitrogen - 

Coal - 

The f o r e i g n  a i d  program should be designed t o  
i nc rease  product ion of n i t rogen  by employing 
unused capac i ty  i n  Europe and elsewhere t o  
he lp  t o  meet t he  c u r r e n t  world food shor tage  
and t o  minimize imports o f  food by a ided  
coun t r i e s .  To t h i s  end c o a l  and i n d u s t r i a l  
equipment shipments f o r  n i t rogen  f e r t i l i z e r  
product ion should be given high p r i o r i t y .  

- The problem of producing enough coa l  t o  meet 
ou r  own requirements and those  f o r  expor t  is 
not  a coa l  resource  problem bu t  p r i m a r i l y  a 
t r a n s p o r t a t i o n  problem. We must make most 
e f f e c t i v e  use o f  a v a i l a b l e  t r a n s p o r t a t i o n  
equipment and ar range  f o r  t h e  procurement of  
c o a l  f o r  f o r e i g n  a i d  under pmcedures  t h a t  
w i l l  minimize t h e  impact on  t h e  domestic 
market . 



S t e e l  - Maintenance o f  s u b s t a n t i a l  European demands 
f o r  American s t e e l  w i l l  aggravate a s e r i o u s  
domestic supply s i t u a t i o n .  Indus t ry  and 
Government cooperat ion is  needed t o  make 
raw mater ia l s ,  inc luding  coke and scrap,  
a v a i l a b l e  and otherwise t o  a s s u r e  f u l l  
u t i l i z a t i o n  o f  e x i s t i n g  capaci ty.  Continued 
cons idera t ion  must be given t o  increas ing  
domestic capac i ty  f o r  f u t u r e  needs i n  such 
a marmer as t o  minimize t h e  e f f e c t  of t ak ing  
s teel .  from c u r r e n t  c r i t i c a l  uses. I n  t h e  
l i gh t ,  of t h e  world s t e e l  shortage,  supp l i e s  
made a v a i l a b l e  f o r  expor t  should be channeled 
t o  t h e  most important uses.  

I n d u s t r i a l  
Equipment - Supp1.y problems on machinery and equipment 

i tems,  unl ike  t h e  o t h e r  supply problems, 
a r e  capable of l e s s  p rec i se  eva lua t ion  in 
t h e  absence o f  d e f i n i t e  requirements.  Their  
so lu t ion ,  moreover, i s  l i k e l y  t o  be bmught  
about by more c a r e f u l  a t t e n t i o n  t o  ind iv idua l  
problems t o  a s su re  the  supply of s p e c i f i c  
i tems necessary f o r  a coordinated recon- 
s t r u c t i o n  program. The impact of t h e s e  ex- 
p o r t s  w i l l  be lessened i n  many ins t ances  by 
a s o l u t i o n  of t h e  s t e e l  bot t lenecks .  

I n  summation, t h e  f ind ings  de r iv ing  from t h i s  review o f  .U.S. 
resources  ind ica t ed  t h a t ,  f r o m  t h e  s tandpoin t  of preserv ing  both t h e  
na t iona l  s e c u r i t y  and our  s tandard of l i v i n g ,  t h e  U.S. economy in genera l  
was phys ica l ly  capable of providing t h e  resource  requirements of  a con- 
s i d e r a b l e  program of  f o r e i g n  a id .  The r e p o r t  pointed out ,  however, t h a t  
c e r t a i n  shor tages  r e s u l t i n g  from o u r  own c u r r e n t  h igh  l e v e l s  of con- 
sumption would be i n t e n s i f i e d .  These shortages,  p a r t i c u l a r l y  i n  such 
e s s e n t i a l  commodities a s  wheat, s t e e l ,  coa l ,  n i t rogen  f e r t i l i z e r ,  and 
c e r t a i n  items of i n d u s t r i a l  equipment, presented t h e  immediate problems 
of supply and consequent economic repercussions,  and t h a t  t h e  e f f e c t i v e -  
ness o f  t h e  f o r e i g n  a i d  program was dependent on i n t e l l i g e n t  and prompt 
handling of  t hese  problems. The r epor t  i nd ica t ed  f u r t h e r  t h a t  t h e  supply 
impacts could be minimized t o  a considerable ex ten t  by e s t a b l i s h i n g  
e f f e c t i v e  procedures f o r  t h e  program f o r  c a r e f u l  screening of r equ i re -  
ments and f o r  t h e  channeling of suppl ies  s o  t h a t  t h e y  would be e f f e c t i v e  
i n  maintaining o u r  own product ion and i n  providing t h e  m e a n s f o r  r e h a b i l i -  
t a t i o n  abroad. 



EUROPEAN FWOVPlRY AND AMERICAN AID -- A - 
by t h e  P res iden t ' s  Committee on Foreign Aid 

 h he ItHarriman committeen) 

November 7,  19b7 

The Pres iden t ' s  Committee on Foreign Aid, known a s  t h e  Warriman 
C~mmit tee '~  c a r r i e d  t h e  major r e s p o n s i b i l i t y  f o r  a n t i c i p a t i n g  t h e  problems 
t h a t  would a r i s e ,  and f o r  l ay ing  a groundwork of ana lys i s  e s s e n t i a l  t o  
t h e  establ ishment  of p o l i c i e s  f o r  a sound program t o  implement t h e  p lan  
f o r  European recovery introduced by General Marshal l  i n  h i s  speech a t  
Harvard on June 5 ,  19b7. The committee was a nineteen-member nonpart isan 
advisory group composed o f  "dist inguished c i t i z e n s N  represent ing  major 
s e c t o r s  of American l i f e :  

The Honorable W. Averel l  Harriman 
Sec re ta ry  of  Commerce 

Chairman 

Hiland Batchel le r ,  President ,  
Allegheny-Ludlum S t e e l  Corp., 
Pi t tsburgh,  Pennsylvania 

Robert Ear le  Buchanan, Dean, 
Graduate College, 
Iowa S t a t e  College, 
Ames, Iowa 

Calvin B. Hoover, Dean, 
Graduate School, 
Duke Univers i ty  , 
Durham, North Carol ina 

Robert Koenig, R e s i d e n t ,  
Ayrshire C o l l i e r i e s  Co., 
Indianapolis ,  Indiana 

W. Randolph Burgess, Vice C h a i m n ,  Robert M. LaFol le t te ,  Jr., 
National Ci ty  Bank of  New York Washington, D. C . 
New York, N. Y. 

Edward S. Mason, Dean, 
James B. Carey, Secretary-Treasurer,  School of  Publ ic  Administration, 
C.I.O., Harvard University, 
Washington, D. C. Cambridge, Massachusetts 

John L. Collyer,  President ,  
B. F. Goodrich Company 
Akron, Ohio 

George Meany, Secretary-Treasurer,  
American Federat ion of Labor, 
Washington, D. C. 

Granvil le  Conuay, President ,  Harold G. Woulton, President ,  
Cosmopolitan Shipping Co . , Inc . , The Brookings I n s  t i tu t i .on ,  
New Y o F ~ ,  N. Y. Washington, D. C. 



Melvi l le  F. Coolbaugh 
Colorado School of Mines, 
Golden, Colorado 

Chester  C. Davis, President ,  
Federa l  Reserve Bank, 
St .  Louis, Missouri 

R. R. Deupree, President ,  
Proc ter  and Gamble Co., 
Cinc innat i ,  Ohio 

Paul G. Hoffman, Pres ident ,  
Studebaker Corporation 
South Bend, Indiana 

William I. Myers, Dean, 
College of Agricul ture,  
Cornel l  University,  
I thaca ,  New York 

Robert Gordon Sprout,  President ,  
Univers i ty  of Cal i forn ia ,  
Berkeley, Ca l i fo rn ia  

Owen D. Young, 
Honorary Chairman of t h e  

Board o f  D i rec to r s  
General E l e c t r i c  Co. 
Van Hornesvi l le ,  New York 

Richard M. Bissell, Jr., Executive S e c r e t a q  

The idea  f o r  such a n  advisory counc i l  o r i g i n a t e d  with a 
recommendation by Senator Vandenberg dur ing  a b i p a r t i s a n  consu l t a t ion  
a t  t h e  White House s h o r t l y  a f t e r  General Marshal l ' s  speech. The committee 
was formal ly  appointed by t h e  Pres ident  on  June 22, 1947, t o  advise o n  
t h e  l i m i t s  wi th in  which t h e  United S t a t e s  might s a f e l y  and wisely plan 
to extend economfc a s s i s t a n c e  to fo re ign  coun t r i e s  and o n  t h e  r e l a t i o n  
which should e x i s t  between such a s s i s t a n c e  and our  domestic economy. 

The committee and i t s  s t a f f  worked throughout t h e  summer and 
in to  t h e  autumn and t ransmi t ted  i t s  286-page r e p o r t  to t h e  President  
on November 7, 1947. The bas i c  conclusions of  t h e  P r e s i d e n t ' s  Committee 
on Foreign Aid a s  s e t  f o r t h  i n  t h e  r e p o r t  may be summarized very  b r i e f l y  
as fol lows:  

1. The hope of Western Europe depends pr imar i ly  on  the  
indus t ry  and s t r a i g h t  t h ink ing  of i ts own people. 

2 .  The United S t a t e s  has a v i t a l  interest--humanitarian, 
economic, s t r a t e g i c ,  and p o l i t i c a l - - i n  he lp ing  t h e  p a r t i c i p a t i n g  
count r ies  t o  achieve economic recovery. 

3. The a i d  which t h e  United S t a t e s  g ives  w i l l  impose 
d e f i n i t e  s a c r i f i c e  on t h i s  country. 

4. The magnitude of Western Europe's d e f i c i t  with t h e  
American Continent i n  1948 w i l l  be of t h e  order  of 7 b i l l i o n  
d o l l a r s ,  bu t  when a l l  p o s s i b i l i t i e s  of f inancing  a r e  taken 
i n t o  cons idera t  ion, t he  a p p r o x h a t e  need f o r  appropr ia t ions  
pas t  and f u t u r e  t o  cover t h e  calendar  year  of 1948 m y  be of 
t h e  o rde r  of 5.75 b i l l i .on  d o l l a r s .  



5 .  The extension of such aid,  now o r  i n  t h e  f u t u r e ,  c a l l s  
f o r  a n t i - i n f l a t i o n a r y  f i s c a l  p o l i c i e s  on t h e  p a r t  of t h i s  country, 
and a new independent agency t o  admjnister  t h e  a i d  extended. The 
head of  t h i s  agency should be appointed by t h e  Pres ident  and con- 
firmed by t h e  Senate. A board of d i r e c t o r s  should be appointed, 
represent ing  the  Departments of  Government concerned with the  
program, including t h e  Secre tary  of  S t a t e  and such o t h e r  persons 
a s  the  Congress may see f i t  t o  add. The head of t h e  new organi -  
za t ion  should be Chairman of  t h e  Board, which should have power 
on ly  t o  e s t a b l i s h  and a d j u s t  genera l  po l i c i e s  wi th in  the  frame- 
work of Congressional ac t ion .  

The new organl.zation must have a chief  r ep resen ta t ive  i n  Europe, 
r epor t ing  d i r e c t l y  t o  the  head of  t h a t  organiza t ion ,  and respons ib le  t o  
him, t o  dea l  with t h e  continuing committee s e t  up by t h e  p a r t i c i p a t i n g  
count r ies ,  and a l s o  t o  coordinate t h e  a c t i v i t i e s  of  the  various l o c a l  
r ep resen ta t ives  o f  t h e  organiza t ion  who w i l l  be needed i n  the d i f f e r e n t  
count r ies .  

As a f i n a l  word, both on t h e  magnitude of  t h e  program recommen- 
ded and on t h e  p o l i c i e s  out l ined ,  the  r epor t  emphasized t h a t  success 
depends on giving way ne i the r  t o  over-optimism o r  t o  undue pessimism. 
It is one th ing  t o  pmpose a program, it sa id ,  it is another t o  s e e  it 
through. The immediate months and indeed years  ahead a r e  not  a p t  t o  be 
easy e i t h e r  f o r  t h i s  country o r  f o r  t h e  European nat ions.  It is not  wise 
to underestimate t h e  s teepness of t h e  climb. 



REPORT OF THE HERTER COHMITTEE -- 
( F i n a l  Report o n  Foreign Aid of t h e  

House Se lec t  Committee o n  Foreign Aid) 

May 1, 19b8 

On J u l y  29, 19b7, t he  House of Representat ives,  through House 
Resolut ion No. 296, c rea t ed  a s e l e c t  committee of n ine teen  members t o  
s tudy  t h e  proposal  t h a t  had been launched by General Harsha l l  i n  h i s  
speech a t  Harvard on  June 5th.  Its membership, drawn o n l y  i n  p a r t  f=om 
the  Foreign A f f a i r s  Committee, included a geographical ly and p o l i t i c a l l y  
r ep resen ta t ive  c ross  s e c t i o n  o f  the  House: 

Charles A.  Eaton, New Jersey,  Chairman 
C h r i s t i a n  A. Herter ,  Massachusetts, Vice Chairman 

Thomas A. Jenkins, Ohio 
Charles  A. Wolverton, New J e r s e y  
August H. Andresen, Minnesota 
Francis  Case, South Dakota 
John C. Kunkel, Pennsylvania 
John M. Vorys, Ohio 
Charles W. Vursel l ,  I l l i n o i s  
W. Kingsland Macy, New York 
Richard H. Nixon, C a l i f o r n i a  

E. E. Cox, Georgia 
James P. Richards, South Carol ina 
Francis  E. Walter, Pennsylvania 
Harold D.  Cooley, North Carol ina 
George H. Mahon, Texas 
Overton Brooks, Louisiana 
Eugene J. K e o  gh, New York 
A.S. Mike Monroney, Oklahoma 

W. Y. E l l i o t t ,  S t a f f  D i rec to r  
Howard S. Piquet ,  Deputy S t a f f  D i rec to r  

P h i l i p  H. Watts, Executive Of f i ce r  

Al len  W. Dulles John M. Hancock J u l i u s  Klein 

The group s a i l e d  f o r  Europe wi th  a smal l  s t a f f  on  August 28, 
ca r ry ing  ques t ionnai res  t h a t  had been prepared wi th  t h e  S t a t e  Department's. 
a s s i s t ance .  They were i n t e n s e l y  b r i e f e d  dur ing  the  crossing.  Divid ing  
i n t o  subcommittees which included some Senators ,  t he  members v i s i t e d  every 
na t ion  i n  Europe except Russia, Yugoslavia, and Albania, Each subcommittee 



t r a v e l e d  widely2 one, on f i nance ,  went t o  twenty-two count r ies .  I n  
addition,'Representatives Frances P. Bol ton of  Ohio and Ches te r  E. Merrow 
o f  New Hampshire v i s i t e d  t h e  Near East ,  and Congressman Walter  H. Judd 
o f  Minnesota went t o  China, Japan, and Korea. 

Soon a f t e r  t h e i r  r e t u r n ,  t h e  members r epo r t ed  t o  t h e  Foreign 
Affairs committee ." Although t h e s e  hear ings,  i n  November 1947, bore  
d i r e c t l y  on  i n t e r i m  a id ,  much o f  t h e  tes t imony and d i s c u s s i o n  d e a l t  wi th  
longer-range problems involved i n  t he  Marshal l  Plan. No major d i s ag ree -  
ments emerged i n  t h e  tes t imony from members o f  t h e  s e l e c t  committee - 
even among those  who had been regarded a s  V ~ o l a t i o n i s t s ~ ~  a s  w e l l  a s  
among those  looked upon a s  " i n t e r n a t i o n a l i s t s  n .  Unanimity was espec i -a l ly  
ev ident  o n  one s u b j e c t ,  t h e  p e r i l  of Communist expansion. Mundt spoke 
of Communist nover lordsn  d e l i b e r a t e l y  slowing down economic a c t i v i t y  "so 
a s  t o  produce chaos and pu t  an end t o  freedomt1. He r t e r  c i t e d  t h e  danger 
of  d i s r u p t i o n  t o  product ion by Communist-controlled l a b o r  unions.  Bolton 
of Ohio l i nked  t h e  cold war i n  Europe to America's f u t u r e  s e c u r i t y ,  and 
John Davis Lodge of  Connecticut saw i n  it a cha l lenge  t o  t h e  democrat ic  
system and i t s  moral and s p i r i t u a l  values .  

Many members re turned  more deeply  convinced of t h e  n e c e s s i t y  
f o r  American l e a d e r s h i p  and a id .  "Whether we l i k e  it o r  no t , "  s a i d  Pe t e r  
Januan of Alabama, 

" t h i s  g r ea t  count ry  of ours. .  . .has grown.. . . in to  a p o s i t i o n  of 
l e a d e r s h i p  and power i n  t h e  world which p laces  o n  t h e  shoulders  
of ou r  count ry  a I - e spons ib i l i t y  which h e r e t o f o r e  had not  r e s t e d  
t he re .  .... P r a c t i c a l l y  a l l  o f  Europe i s  i n  danger  o f  l o s i n g  i ts  
way of  l i fe. .  . .(Our) p o s i t i o n  o f  l e a d e r s h i p  demands a c t i o n  o n  
our  par t . .  . . .Somebody, some member of Congress very a p t l y  des-  
c r ibed  t h e  s i t u a t i o n  upon r e t u r n i n g  f r o m  Eumpe when he asked 
t h e  quest ion:  'What would it c o s t  us  not  to a i d  Europe? 

E v e r e t t  M. Dirksen o f  I l l i n o i s  saw t h r e e  choices  be fo re  t h e  
American people. One was t o  withdraw f r o m  Europe and be prepared t o  l e t  
t h e  Kremlin t ake  over .  Another was t o  g ive  "n iggard ly  aid.' ' He continued: 

"There is  a t h i r d  choice,  and t h a t  i s  t h e  choice  t h a t  we must 
make. I want ta make it. I have been back home. People have 
t a l k e d  t o  me about giving away my country,  and I have t a lked  t o  
them.. .. .And I have sa id ,  'Look, l e t  us examine t h i s  whole 
p i c t u r e . '  And it i s  amazing t o  m e  t o  s e e  how t h e  people  back 
home have changed t h e i r  minds o n  the  b a s i s  of such f a c t s  a s  you 
d i s c l o s e  them. I am not  a f r a i d  of t h e  r e a c t i o n  i n  t h i s  country.  
I am conf ident  t h a t  i n  p ropor t i on  a s  we do ou r  jobs as r ep re -  
s e n t a t i v e s  to b r i r g  them t h e  s tory- - tha t  t h e y  w i l l  go a long  u i t h  
t h e  t h i r d  choice,  and t h e  t h i r d  choice i n  my book i s  immediate-- 
adequate--aggress j.ve a id .  My formula, Mr. Chairman, is very, 
very b r i e f .  Do it--do it now--and do it r ight ."  

* ~ m e r ~ e n c ~  Fore ign  Aid ~ e a r i n ~ s  be fo re  t h e  Committee on  Foreign Af fa i r s ,  
80 th  Congress, 1st Sess ion  (1947). 



Some misgivings were voiced. Smith sa id ,  f o r  example: "We 
ought to do a l l  we poss ib ly  can. But I r a i s e  t h e  question--and it is  a 
s ince re  one--can we expect from these  na t ions  any more i n  t h e  f u t u r e  
than  we have i n  t h e  p a s t  so long a s  we give and give and give?" Such 
doubts were p a r t l y  o f f s e t  by t h e  b e l i e f  shared by many of t h e  committee 
t h a t  t h e  people of Europe, by and l a rge ,  were s t rugg l ing  t o  f i n d  a way 
through t h e i r  problems . 

The Congressmen recognized t h a t  mirac les  could no t  be expected 
and t h a t  a very short-term a i d  program m u l d  not  pu t  Europe on i t s  f e e t .  
Her ter  sa id :  do no t  want t o  ge t  i n t o  a s i t u a t i o n  where Congress 
t akes  an in t e r im b i t e  and t h i n k s  everything i s  se t t l ed . "  Jacob K.  J a v i t s  
o f  New York r e fe r r ed  t o  t h e  need f o r  giving " p o l i t i c a l  assurance t h a t  
we w i l l  s t a y  i n  Europe." John M. Vorys of  ah io  a s s e r t e d  t h a t  "unless 
t h i s  present  i n t e r im a i d  is  p a r t  of a cure, a n  in s t a l lmen t  on a long- 
term program, it i s  unjus t i f ied ."  Mundt expressed the  view t h a t  " t h i s  
emergency program, on which we a r e  now working, can provide some experience 
t a b l e s  which w i l l  be of value to us i n  cons ider ing  a more comprehensive 
program, running over  a longer  per iod  of  time." On t h e  o t h e r  hand, t h e  
Congressmen repea tedly  s t r e s s e d  t h e  necess i ty  f o r  maximum se l f -he lp  by 
European coun t r i e s  and maximum a i d  t o  t h e i r  neighbors. 

The fol lowing May, t h e  Her ter  Committee submitted i ts  formal 
report--an 883-page document--to the  House of  Representat ives.  

The r epor t  l i s t e d  six bas i c  elements which must be taken i n t o  
account i n  formula t ing  and adminis te r ing  any program of a i d  to f i l l  t h e  
genulne needs of r e c i p i e n t  count r ies ,  r e s t o r e  t h e i r  economies as r a p i d l y  
as poss ib le ,  and a t  t h e  same time a s su re  t h a t  t h e  economy o f  t h e  Uni.ted 
S t a t e s  is not  subjected t o  undue s t r a i n :  

1. The r e c i p i e n t  coun t r i e s  should make vigorous e f f o r t s ,  
i n d i v i d u a l l y  and j o i n t l y ,  t o  inc rease  t h e  product ion o f  food 
and m a t e r i a l s  needed to meet not  on ly  t h e i r  e s s e n t i a l  i n t e r n a l  
needs but  t h e  needs of  o the r  count r ies .  Increased l o c a l  pro- 
duct ion  t o  a s s u r e  decreas ing  d e f i c i t s  should be sought, so a s  
to l i m i t  t h e  requirements from abroad t o  a m i n h  c o n s i s t e n t  
wi th  a sound economic balance. 

2. The r e c i p i e n t  coun t r i e s  should, through mutual he lp  
and cooperation, f a c i l i t a t e  t h e  economic interchange o f  goods 
and s e r v i c e s  among themselves, provide e f f e c t i v e  d i s t r i b u t i o n  
and use of t h e i r  own resources,  as we l l  a s  of  t h e  resources  
received from o u r  s ide ,  and work toward t h e  e l imina t ion  of  
exchange con t ro l s ,  quota r e s t r i c t i o n s ,  and o t h e r  o b s t a c l e s  to 
trade.  

3. Cer ta in  coun t r i e s  o t h e r  than  the  United S t a t e s  which 
a r e  i n  a p o s i t i o n  t o  supplement a program of  a i d ,  which have 
t h e  same incent ive  as we t o  do so  and which enjoy access  to 
Unitea S t a t e s  suppl ies ,  should be expected t o  cooperate  each 
i n  r e l a t i o n  t o  its re spec t ive  capaci ty .  



4. Every eccouragement should be given and every f a c i l i t y  
extended t o  p r i v a t e  i n i t i a t i v e  t o  assume, a s  condi t ions  permit, 
t he  emergency a c t i v i t i e s  which have devolved on governments i n  
t h e  present  c r i s i s .  

5 . The r e c i p i e n t  coun t r i e s  should adopt f i s c a l ,  f i n a n c i a l ,  
a d  monetary programs designed t o  a r r e s t  i n f l a t i o n ,  t o  c o r r e c t  
e x i s t i n g  monetary weaknesses, t o  accomplish s t a b i l i z a t i o n  o f  
exchanges, and genera l ly  t o  r e s t o r e  confidence i n  t h e i r  cur rencies .  

6. The rec ip i en t  coun t r i e s  should give f u l l  and continuous 
p u b l i c i t y  regarding t h e  purpose, source, cha rac te r ,  and amounts 
o f  a i d  furn ished  by t h e  United S t a t e s  where t h i s  a i d  i s  not  on 
t h e  b a s i s  of  commercial l oans  o r  normal commercial t r ansac t ions .  

The r epor t  went o n  t o  s t a t e  t h a t  i n  o r d e r  t h a t  any program of 
fo re ign  a id  from t h e  United S t a t e s  may be e f f i c i e n t l y  administered,  pro- 
v i s i o n  should be made f o r  t h e  e f f e c t i v e  coordina t ion  of e x i s t i n g  govern- 
ment agencies  p a r t i c i p a t i n g  i n  t h e  pro gram. Addit ional  governmental 
machinery should be l i m i t e d  t o  t h a t  necessary t o  provide such coordina t ion  
and t o  f i l l  gaps of a u t h o r i t y  which may e x i s t .  

The committee found t h a t  Western Europe's most press ing  needs, 
a s  i n  most o t h e r  count r ies ,  f e l l  i n t o  th ree  ca tegor ies :  

1. Foodstuffs,  f u e l ,  and f e r t i l i z e r s ;  

2. Commodities t o  be processed and c e r t a i n  types  
o f  spec ia l i zed  equipment; 

3. Cap i t a l  goods and equipment. 

To adminis te r  a i d  i n  t h e  form of  food, f u e l ,  and f e r t i l i z e r ,  t h e  
committee recommended t h a t  a  corpora t ion  be e s t ab l i shed  under Federal  
cha r t e r ,  t o  be known as t h e  Emergency Foreign Reconstruct ion Authority.  
The corpora t ion  was t o  'be au thor ized  t o  e n t e r  i n t o  arrangements with 
coun t r i e s  i n  need of  f o r e i g n  a i d  under which food, f u e l  and f e r t i l i z e r  
would be made a v a i l a b l e  t o  them, and t o  determine t h e  form of remuneration 
t o  be obtained on  t h e  bas i s  of i ts  bes t  es t imate  of t h e  r e c i p i e n t  coun t ry ' s  
c a p c i t y  t o  pay. 

With r e spec t  to t h e  purchase and d e l i v e r y  of  a r t i c l e s  f a l l i n g  
wi th in  t h e  second category,  t h e  committee recommended t h a t  t h e  f a c i l i t i e s  
of t h e  Export-Import Bank be u t i l i z e d  and i ts  resources and a u t h o r i t y  
s t rengthened so a s  t o  enable it t o  a c t  a s  t h e  f inanc ing  agency f o r  t hese  
goods. 

For t h e  f inancing of t h e  t h i r d  category of  urgent needs--capital 
goods and equipment necessary f o r  longer-range programs--the commit t e e  
f e l t  t h a t  t h e  In t e rna t iona l  Bank f o r  Reconstruct ion and Development should 
be used. 



The committee recommended f u r t h e r  t h a t  i n  o rde r  t o  a s su re  
e f f e c t i v e  coordina t ion  of t h e  work of t h e  various American and i n t e r -  
na t iona l  agencies  dea l ing  wi th  t h e  problem, and t h e  l i q u i d a t i o n  of 
e x i s t i n g  goverrunental agencies  whose func t ions  could be performed by 
the  new corporat ion,  t h e r e  should be e s t ab l i shed  a  coordina t ing  connc i l  
d i r e c t l y  under t h e  Pres ident ,  t o  be known a s  t h e  Foreign Aid Council. 

The Co-uncilwould be composed of  t h e  S e c r e t a r i e s  of S t a t e ,  
Defense, Treasury, Agricul ture,  and Commerce, t h e  Chairman of t h e  
Emergency Foreign Reconstruction Authori ty and t h e  o t h e r  members of  t h e  
Board of t h i s  Authori ty,  t he  Chairman of t h e  Export-Import Bank, and 
t h e  United S t a t e s  Executive Di rec to r s  of t h e  I n t e r n a t i o n a l  Bank f o r  
Reconstruct ion and Development and of t h e  I n t e r n a t i o n a l  Monetary Fund. 
The Sec re t a ry  of  S t a t e  would a c t  a s  Chairman of t h e  Council. 

It was envisioned t h a t  t h e  Foreign Aid Council  would func t ion  
p r imar i ly  a s  an arm of t h e  President ,  advis ing  and consul t ing  with him 
regarding t h e  establ ishment  by him wi th in  t h e  l i m i t s  of t he  new l a w ,  of 
ove r -a l l  programs and p o l i c i e s ,  a s  w e l l  a s  t he  manner i n  which such 
programs and p o l i c i e s  should be executed by t h e  various p a r t i c i p a t i n g  
agencies  o f  t h e  Government. 

Some of  t h e  suggest ions made by t h e  c o m i t t e e - - e s p e c i a l l y  those  
on adminl-s trat ion and d i s t r i b u t i o n  of aid--were not  adopted. But on  
many s u b j e c t s  t h e  committee and i t s  s t a f f  made s i g n i f i c a n t  con t r ibu t ions  
t o  Congressional th inking  and t o  t h e  l e g i s l a t i o n  which f i n a l l y  emerged. 
These included plwduction and product ion management, u t i l i z a t i o n  of 
resources,  l o c a l  currency t tcounterpartH funds, t h e  r e l a t i o n s h i p  o f  Germany 
t o  European recovery, American p a r t i c i p a t i o n  and a c q u i s i t i o n  of s t r a t e g i c  
and o the r  ma te r i a l s  by the  United S ta t e s .  The breadth ard r e s p o n s i b i l i t y  
of Congressional i n t e r e s t  i n  t h e  European recovery program were perhaps 
nowhere more convincingly demonstrated than  i n  t h e  work of  t h e  Her ter  
Committee. Through i ts  f i r s t h a n d  r e p o r t s  and t h e  in f luence  of i t s  
ind iv idua l  members, i t s  impact was unique i n  United S t a t e s  l e g i s l a t i v e  
h i s t o r y ;  it f i x e d  a t t e n t i o n  upon r e a l i t i e s  i n  Europe and s e t  t h e  tone 
f o r  t h e  d e l i b e r a t i o n s  t h a t  followed. "Without it," a s s e r t e d  Paul  G. 
Hoffman some years  l a t e r ,  " the  program cou ldn ' t  have go t t en  Congressional 
approval. It was a b i p a r t i s a n  approach." 



PART I1 -- -- 

SELECTEI) STUDIES AND SURT7EYS 

OF; FOXIGN A D  UDERTAKEN SINCE 1950 



The B e l l  Miss!-on t o  t h e  P h i l i p p i n e s  -- -- 

A t  t h e  r e q u e s t  of t h e  ? r e s i d e n t  o f  t h e  Phil i-ppine Republic,  
F r z s iden t  Truman apnointed a U.S. Econcmic Survey Mission i n  Ju ly ,  1950, 
t o  cons ide r  t h e  economic and f inanc ia l .  problems of  t h a t  coun t ry  and to 
recornmsnd measures which would enab le  t h e  P h i l i p p i n e s  t o  become and t o  
r2main s e l f  -support ing,  I ts  terms or" r e f e r ence  i - n s t r ~ c t e d  t h e  Mission 
t o  survey a l l  a s p e c t s  o f  t h e  n h i l i p p i n e  economy, i nc lud ing  ag r i cu l$u re ,  
industr;., in te rna l -  and e x t e r n a l  f i nances ,  domest ic  and f o r e i g n  t r a d e ,  
and nubl ic  admin i s t r a t i on .  The Mjssion was asked t o  g ive  s p e c i a l  cons ide r -  
a t i o n  t o  inzmediate measures t o  h e l p  r a i s e  p roduc t ion  and l i v i n g  s t anda rds  
i n  V?o Ph i l i pp ine s .  

Seaded by Danie l  W. Be l l ,  P r e s iden t  of t h e  American S e c u r i t y  and 
T r u s t  Company, t h e  Miss ion was com?osed of t h e  fo l lowing:  

Richard J. Marshal l ,  Major Senera l ,  U.S.b. Ret., 
Super in tendent ,  V i r g i n i a  M i l i t a r y  I n s t i t u t e ,  
Lexincton, V i rg in i a  Deputy Chief of  

Miss ion  

Edward M. Berns te in ,  
S i r e c t o r  o f  Research,  
Internat i311al  Monetary -?und, 
IzTashLnytn n, II . C , 

Auyust L. S t rand ,  
P r e s iden t ,  Oregon S t a t e  Col lege,  
C o r v a l l i s ,  Oregon 

F r a n c i s  Mcqui.11 i n ,  
A s s i s t a n t  t o  t he  P r e s i d e n t ,  
West Penn Power Company, 
P i t t sbu rgh ,  Pennsylvania 

Ch:.ef Eco mrni.st 

A g r i c u l t u r a l  Survey 

I n d u s t r y  and Power 

Ass i s t ance  was a l s ~  g iven  by e i g h t e e n  a d v i s e r s  who were s p e c i a l i s t s  i n  
f i e l d s  of i n t e r n a t i o n a l  payments, f i s c a l  management, i n d u s t r i a l  eng ineer ing ,  
l a b o r  problems, d i s t r i b u t i o n  and t r a d e ,  a g r i c u l t u r e ,  t a x a t i o n ,  mining, 
banking, 0ubli.c r e l a t i o n s ,  l e g a l  problems, e t c .  

I n  October, 1950, t h e  Miss ion submit ted t o  t h e  P r e s i d e n t  a  200- 
page r e p o r t  of' i t s  f  i n d i  ngs and recommendations. Recommendat ions  c a l l e d  f o r  
s t e p s  t o  p l a c e  t h e  Ciovernrnentls f i n a n c e s  on  a sound b a s i s  t o  avoid f u r t h e r  
i n f l a t i o n ;  t h e  r a i s i n g  o f  a d d i t i o n a l  tax revenues and overhau l ing  of t h e  
tax c o l l e c t i n g  machinery; improvements i n  ag r i cu l t u r a l .  p roduc t ion ;  s-Leps 
t o  d i v e r s i f y  t h e  c o u n t r y l s  economy by encouraging new i n d u s t r i e s ;  a s p e c i a l  



emergency tax o f  25 p e r c e n t  o n  c e r t a i n  impor t s  t o  p r e v e n t  f u r t h e r  d e t e r i -  
o r a t i o n  o f  t h e  i n t e r n a t i o n a l  payments p o s i t i o n ;  an adequa te  program o f  
p u b l i c  h e a l t h  and improved e d u c a t i o n ,  a s  w e l l  a s  b e t t e r  f a c i l i t i e s  f o r  
urban hous ing ;  and improvements i n  p u b l i c  a d m i n i s t r a t i o n .  The Miss ion  a l s o  
recomended:  

"That t h e  United S t a t e s  Government p rov ide  
f i n a n c i a l  a s s i - s t a n c e  of $250 m i l l i o n  t h r o u g h  l o a n s  
and g r a n t s ,  t o  h e l p  i n  c a r r y i n g  o u t  a f i v e - y e a r  
progrsm o f  economic development and t e c h n i c a l  
a s s i s t a n c e ;  t h a t  t h i s  a i d  b e  s t r i c t l y  c o n d i t i o n e d  
o n  s t e p s  b e i n g  t aken  by t h e  P h i l i p p i n e  Government 
t o  c a r r y  o u t  t h e  o t h e r  recommendations o u t l i n e d ,  
i n c l u d i n g  t h e  immediate enactment o f  tax l e g i s l a t i o n  
and o t h e r  u r g e n t  reforms;  t h a t  e x p e n d i t u r e  of Uni ted 
S t a t e s  f u n d s  under  t h i s  recommendation, i n c l u d i n g  
pesos  d e r i v e d  f r o m  United S t a t e s  l o a n s  and g r a n t s ,  
be s u b j e c t  t o  c o n t i n u e d  s u p e r v i s i o n  and c o n t m l  of 
t h e  'Technical  Miss ion;  t'nat t h e  use  o f  f u n d s  p rov ided  
by t h e  P h i l i p p i n e  Government f o r  economic and s o c i a l  
development be c o - o r d i n a t e d  w i t h  t h e  e x p e n d i t u r e  o f  
t h e  Vnited S t a t e s  funds  made a v a i l a b l e  f o r  t h i s  purpose;  
and t h a t  an agreement be made f o r  f i n a l  s e t t l e m e n t  o f  
o u t s t a n d i n g  f i n a n c i a l  c l a i m s  between t h e  Uni ted S t a t e s  
and t h e  Phili.ppLnes, i n c l u d i n g  fund ing  o f  t h e  
Rzcons t ruc t 'on  Finance C o r p o r a t i o n  l o a n  o f  $60 m i l l i o n .  

F u t u a l  a c c e p t a n c e  by bo th  c c u n t r i e s  o f  t h e  recommendations of  t h e  
g e l 1  r e ? o r t  was f o r m a l i z e d  i n  an  e x e c u t t v e  agreement known as t h e  Q u i r i n o -  
F o s t e r  Agrzement s i g n e d  Koveaber 14, 1950, and i n  a  subsequen t  economic and 
t cc ! in ica l  coo?era t ion  agreement which w i t h  i t s  annexes s p e l l e d  o u t  more 
s p e c i f i c a l l j r  t h e  mutual commitments of  t h e  two governments and t h e  p r e c i s e  
s t e ~ s  t o  bc  t aken  t o  e f f e c t u a t e  them. 

The B e l l  Mission was regarded a s  one of t h e  mcst s u c c e s s f u l  s u r v e y s  
e v e r  conducted a l o n g  t h e s e  l i n e s .  T e c h n i c a l  guidance given t h e  P h i l i p p i n e  
Government by Miss ion s t ~ f f  was i n s t r 1 m e n 5 a l  i n  d e t e r m i n i n g  t h a t  Government's 
~ n l i c y  on a g r i c u l t u r e ,  i n d u s t r i a l  development,  t a x a t i o n ,  and p u b l i c  admin- 
i s t r a t i o n ,  and r e c o m e n d a t i  ons  o f  t h e  group c o n s t i t u t e d  what amounted to  
a lmos t  a b l u e p r i n t  f o r  XCA p l a n n e r s  i n  deve lop ing  t h e  P h i l i p p i n e  program. 
h l t h o u ~ h  Y.S. a i d  i n  t h e  P h i l i p o i n e s  has  n o t  r eached  t h e  magnitude o f  t h e  
amount p r q j e c t e d  i.n t h e  B e l l  r e m r t ,  t h e  P h i l i p p i n e  Govenment,  f o r  i t s  p a r t ,  
p a r t i c i l l a r l y  a f t e r  t h e  e l e c t i o n  of P r e s i d e n t  Flagsaysay, h a s  under taken  a  
genuine and a ~ ? a r e n t l y  l a r g e l y  s u c c e s s f u l  e f f o r t  to p u t  i n t o  e f f e c t  t h e  reforms 
t o  which it had cornrnjtted i t s e l f  as i t s  p a r t  o f  t h e  Agreement. 



REPORT TO TEE PRESIDEKT ON -- - 
FOREIGN ECONOMIC P O L I C I E S  -- 

( ~ h e  Gray Repor t )  

by Gordon Gray 

November 10, 1950 

A r e p o r t  p repared  p u r s u a ~ t  t o  a  r e q u e s t  b y  t h e  P r e s i d e n t  o n  March 31, 
1950, f o r  recommendations on c h a r t i n g  a  cou r se  i n  t h e  f i e l d  of U.S. 
f o r e i g n  economic p o l i c i e s  and programs. 

Report o u t l i n e s  in broad terms tt-.e complex problems t h e  U.S. f a c e s  
i n  t h e  f i e l d  o f  f o r e i g n  econcmic po l i cy ,  and o f f e r s  recommendations 
f o r  an approach t o  t h e i r  s o l u t i o n .  Recorrmendations a r e  made on  t h e  
fo l l owing  ques t i ons :  ( a )  Wnat snould be done about  a i d  t o  Western 
Europe and J apu l ?  ( b )  What shou ld  be done about  underdeveloped 
a r e a s ?  ( c )  Wiat should be done about t h e  procurement and e x p o r t  of 
goods i n  s h o r t  supply? ( d )  What should  be  done t o  promote o u r  
i n t e r n a t i o n a l  t r a d e  and f i n a n c i a l  o b j e c t i v e s ?  ( e )  How should  o u r  
f o r e i g n  economic programs be admin is te red?  

Recommendati.ons on a d m i n i s t r a t i o n  include:  ( 1 )  i n i t i a t i o n  of  
a s s i s t a n c e  a c t i v i t i e s  o n l y  when r eques t ed  b y  o t h e r  governments and 
when t h e  l a t t e r  a r e  prepared t o  coopera te  p rope r ly ;  ( 2 )  c o n d i t i o n i n g  
g r a n t s  and l o a n s  upon agreement t o  r e a sonab l e  s t a n d a r d s  o f  performance; 
( 3 )  1r.S. h e l p  i n  s t r e n g t h e n i n g  a p p r o p r i a t e  i n t e r n a t i o n a l  and r e g i o n a l  
o r g a n i z a t i o n s  ; and (4) e s t ab l i shmen t  o f  a U .S . agency t o  a d m i n i s t e r  
f o r e i g n  econor.i c  programs, i n c l u d i n g  a l l  g r a n t  and t e c h n i c a l  
a s s i s t a n c e  procrams (excep t  p rov i s i on  o f  m i l i t a r y  equipment) and 
o t h e r  r e l a t e d  a c t i v i t i e s  such as t h e  s t b u l a t i o n  o f  needed m a t e r i a l s  
p roduc t i on  abroad. 



PARTNERS I N  PROGRESS - 
(The Rockefel ler  Report) 

A r epor t  t o  t h e  Pres ident  by t h e  
I n t e r n a t i o n a l  Development Advisory Board 

This r e p o r t  was prepared pursuant to a reques t  to t h e  Board by t h e  
President  on November 2b, 1950, t o  s tudy  t h e  problems of t h e  under- 
developed areas of  t h e  world and t o  make recornendations f o r  U.S. 
a c t i o n  in dea l ing  with such pmblems. The Board was asked to 
formulate i t s  recommendations i n  t h e  l i g h t  of t h e  Gray Repor t ' s  
ana lys i s  of  our  e n t i r e  fo re ign  economic policy. 

The r epor t  recommends t h e  c e n t r a l i z a t i o n  and u n i f i c a t i o n  of  a l l  
major fo re ign  economic a c t i v i t i e s  of  t h e  U.S. i n t o  one ove r -a l l  
agency ( a  U.S. Overseas Economic Administrat ion)  headed by a 
s i n g l e  adminis t ra tor  who would r e p o r t  d i r e c t l y  t o  t h e  Pres ident ,  
plan and opera te  t h e  new agency on a reg iona l  bas i s ,  assume 
membership on t h e  NSC and t h e  NAC, and serve  a s  an ex o f f i c i o  
d i r e c t o r  of  t h e  Export-Import Bank. 

Other recommendations include: ( 1 )  t h e  use o f  j o i n t  cornmiss ions, 
c o n s i s t h g  of r ep resen ta t ives  of t h e  l o c a l  country and the U.S., 
t o  work o u t  a na t iona l  development plan; ( 2 )  c r e a t i o n  of r eg iona l  
i n s t i t u t e s  in t h e  Middle East,  Africa,  South A s i a ,  and Southeast  
Asia s imi la r  t o  the  IIA; ( 3 )  provis ion  f o r  some measure o f  cooper- 
a t i v e  l o c a l  f inancing  in a l l  U.S. a s s i s t ance  programs; (L) prompt 
c r e a t i o n  of a new I n t e r n a t i o n a l  Development Author i ty  i n  which a l l  
f r e e  na t ions  a r e  inv i t ed  t o  p a r t i c i p a t e ;  ( 5 )  f r e e i n g  of income from 
foreign sources  from U.S. tax t o  t h e  e x t e n t  necessary to s t imula te  
p r i v a t e  investment in underdeveloped a reas ;  ( 6 )  ExIm Bank under- 
w r i t i n g  of  t h e  t r a n s f e r  r i s k  on new fo re ign  debt  ob l iga t ions  
purchased by p r i v a t e  U.S. inves tors ;  and ( 7 )  c r e a t i o n  of  an I n t e r -  
na t iona l  Finance Corporation, as an a f f i l i a t e  of the  I n t e r n a t i o n a l  
Bank, t o  make loans in l o c a l  and fo re ign  currencies  t o  p r i v a t e  
e n t e r p r i s e  without r equ i r ing  government guaranties .  



THE ADMINISTRATION O F  FOREIGN A F F A I R S  -- 
AND OVERS~SOPERAT IONS - 
  he Brookings ~ e p o r t )  

by The Brookings I n s t i t u t e  

June, 1951  

A r e p o r t  under taken  p r i m a r i l y  t o  s u p p l e n e n t  c e r t a i n  p o r t i o n s  o f  t h e  
work o f  t h e  Hoover Commission, w i t h  t h e  p r i n c i p a l  o b j e c t i v e  t o  p re -  
p a r e  an  a n a l y s i s  yield in^ conclusi-ons t h a t  cou ld  be a p p l i e d  to 
c e r t a i n  phases  o f  t h e  g e n e r a l  problem of organizing t h e  Government 
f o r  t h e  conduct  of f o r e i g n  a f f a i r s  and o v e r s e a s  o p e r a t i o n s .  

The r e p o r t  poses  t h e  s e v e r a l  q u e s t i o n s  which a r e  i n h e r e n t  i n  t h e  
b a s i c  o rgan j . za t iona1  dilemma of  how t h e  e x e c u t i v e  branch c a n  b e s t  
be o r g a n i z e d  f o r  t h e  conduct  o f  f o r e i g n  economic a i d  and r e l a t e d  
f o r e i g n  economic a c t i v i t i e s ;  however, o n  t h e  p remjse  t h a t  q u e s t i o n s  
regard:nq permanent o rganLza t ion  cannot  be  w i s e l y  s e t t l e d  a t  t h i s  
t i m e  in view of  t h e  u n c e r t a i n t i e s  r e s u l t i n g  from t h e  d e f e n s e  
emergency, and u n c e r t a i n t y  as t o  how l o n g  the  U.S. w i l l  con t lkue  
t o  c a r r y  on l a r g e - s c a l e  programs of  f o r e i g n  economic a i d ,  makes 
i t s  recommendations on a d m i n i s t r a t i o n  o f  f o r e i g n  economic pro~grams 
on t h e  b a s i s  o f  shor t - range  c o n s i d e r a t i o n s .  

Conclusions  i n d i c a t e  t h a t  ECA should be  con t inued  as an emergency 
agency f o r  adninis t ra1; ion o f  t h e  economic a s p e c t s  o f  f o r e i g n  
a s s i s t a n c e  and r e l a t e d  a c t i v i t i e s  as a r e  o f  s p e c i a l  importance 
d u r i n g  t h e  emergency; s t a t u t o r y  t e r m i n a t i o n  d a t e  shou ld  be  raqoved; 
a c t i v i t i e s  shou ld  embrace ( a )  economic a s p e c t s  o f  PIDAP; ( b )  t e c h n i -  
ca l  a s s i s t a n c e  programs of  TCB and I I A A ;  ( c )  procurement and 
development o f  s t r a t e g i c  m a t e r i a l s  abroad;  ( d )  e x p o r t  c o n t r o l s ;  
and ( e )  t h e  f o r e i g n  cl.aimancy f u n c t i o n .  Iiecomrnends t h a t  t h e  S t a t e  
Department c o n t i n u e  tc) be r e s p o n s i b l e  f o r  l e a d e r s h i p  i n  t h e  . 
f o r m u l a t i o n  o f  fore i -en economic p o l i c y ,  and t h a t  f o r e i g n  and 
domest ic  economic po l i -cy  be  co-ord ina ted  under  t h e  l e a d e r s h i p  o f  
t h e  Execu t ive  O f f j c e  o f  t h e  Pres iden t .  



PRgGRAM %C)R IhTCRXASING PRIVATE IKVESTMEN r - 
I N  FgREIGN COL3TRmS - 
 h he Maffry Repor t )  

by August Maffry 

December 18, 1952 

A r e p o r t  p repared  f o r  TCA, Commerce, and MSA, o u t l i n i n g  a  
program f o r  i n c r e a s i n g  p r i v a t e  investment  i n  f o r e i g n  
c o u n t r i e s .  Based on t h e  t h e s i s  t h a t  l a r g e r  p r i v a t e  in- 
vestment abroad i s  nece s sa ry  t o  s t r e n g t h e n  t h e  f r e e  w o r l d ' s  
p o l i t i c a l  and economic s t a t u s ,  t h e  r e p o r t  advoca tes  e n l a r g i n g  
t h e  f l ow  of Ameri~can c a p i t a l  t o  o t h e r  n a t i o n s  through en-  
courag ing  t h e  purchase by Americans o f  s t o c k s  and bonds 
i s s u e d  by f o r e i @  co rpo ra t i ons ,  and proposes  t h a t  t h e  
t a x e s  on f o r e i g n  investment  income be reduced o r  e l im ina t ed .  

Other  recommendations c a l l  f o r  t h e  f i x i n g  o f  Government 
r e s p o n s i b i l i t y  f o r  promoting p r i v a t e  investment  abroad a t  
some p o i n t  in t h e  Fxecut ive  Branch i n  o r d e r  t o  s ecu re  
co - o r d i n a t i o n  of  t h e  a c t i v i t i e s  of va r i ous  agenc ies  con- 
ce rned  wi th  d i f f e r e n t  phases  of t h e  problem; and i nc r ea sed  
c o n t r i b u t i o n  t o  t h e  s t i m u l a t i o n  o f  p r i v a t e  investment  abroad 
by MSs and TCB by ( a )  improving t h e  inves tment  c l i m a t e s  in 
f o r e i g n  c o u n t r i e s ;  ( b )  promotiny t h e  m o b i l i z a t i o n  of  l o c a l  
c a p i t a l  f o r  p roduc t i ve  investment;  ( c  ) a s s i s t i n g  p o t e n t i a l  
p r i v a t e  i n v e s t o r s  t o  exp lore  o p p o r t u n i t i e s  w i t h i n  s p e c i f t c a l l y  
i d e n t i f l e d  a r e a s  of  p r i v a t e  investinent;  and ( d )  con t i nu ing  
i n  u n d c r d e v e l o ~ e d  c o u n t r i e s  programs of t e c h n i c a l  ass i s tc ince  
i n  ~ove rnmen t  admi p i s t r a t  i on, educat ion,  pub l i c  h e a l t h  and 
s a n i t a t i o n ,  and aqr i -cu l tu re ,  s o  as t o  l a y  a founda t i on  f o r  
p r i  vaLe in -~es tmen  t . 



A TRADE AND TARIFF POLICY I N  THE NATIONAL INTEREST 

A R e p r t  to  t h e  Pres ident  
by t h e  Public  Advisory Board f o r  Mutual S e c u r i t y  

February 1953 

Daniel  W. Bell ,  Acting Chairman 
President ,  American S e c u r i t y  and T r u s t  Company 

Sarah Gibson Blanding, Pres ident ,  Vassar College 
James B. Carey, Secretary-Treasurer,  C I O  
Jonathan W. Daniels ,  Edi tor ,  Raleigh News and Observer 
Robert H. Hinckley, Vice President ,  ABC 
E r i c  A. Johnston, Pres ident ,  Motion P i c t u r e  Associa t ion  

of  America, Inc, 
Al lan  B. Kline, President ,  American Farm Bureau Federa t ion  
Or in  Lehman, 1 W i l l i a m  S t r e e t ,  New York, New York 
A. E. Lyon, Executfve Secre tary ,  Railway Labor Executives 

Associa t ion  
George H. Mead, Chairman o f  t h e  Board, The Mead Corporation, 

Dayton, Ohio 
George Meany, President ,  American Federa t ion  of Labor 
Herschel D. Newsom, Master, National Grange 
James G. Pat ton,  Pres ident ,  National  Farmers Union 

Davi-d S. Brown, Sec re t a ry  

Edward M, Bernstein,  S t a f f  D i rec to r  

This r e p o r t ,  based on a s i x  months1 s tudy  of  t h e  r o l e  of 
t r a d e  and t a r i f f  po l i cy  i n  achieving  United S t a t e s  na t iona l  and i n t e r -  
na t iona l  ob jec t ives ,  was t r ansmi t t ed  to t h e  Pres ident  by t h e  Public  
Advisory Board f o r  Mutual S e c u r i t y  on February 24, 1953. It contained 
t h e  fol lowing recommendations: 

1. That deci-sions on t r a d e  p o l i c y  be based on  n a t i o n a l  i n t e r e s t ,  
r a t h e r  t h a n  the  i n t e r e s t  of p a r t i c u l a r  i n d u s t r i e s  o r  gmups;  t h a t  i n  
cases where choice must be made between injury t o  t h e  n a t i o n a l  i n t e r e s t  
and hardship t o  an  indus t ry ,  t he  i n d u s t r y  be helped t o  make ad jus t -  
ments by means o t h e r  t h a n  excluding imports--such as through extens ion  
of unemployment insurance,  a s s i s t a n c e  i n  r e t r a i n i n g  workers, d i v e r s i f i -  
c a t i o n  o f  production, and conversion t o  o t h e r  l i n e s .  



2. That a  new, s impl i f i ed  t a r i f f  a c t  be adopted, providing 
f o r  genera l  reduct ions  o f  d u t i e s  and e l iminat ing  present  uncer ta in-  
t i e s  i n  t h e  c l a s s i f i c a t i o n  o f  goods by consol ida t ing  t h e  many 
hundreds o f  present  t a r i f f  r a t e s  i n t o  seven bas i c  schedules: a Free 
L i s t ,  4 groupings of  commodities bear ing  d u t i e s  o f  10, 20, 30, and 
40 percent  ad valorem, a  S p e c i f i c  L i s t  f o r  bas i c  a g r i c u l t u r a l  and 
mineral raw mater ia l s ,  and an  Extraordinary L i s t  where commodities 
might be placed whose importation, f o r  s e c u r i t y  o r  o t h e r  reasons, 
should be l imi t ed  by quotas o r  o t h e r  r e s t r i c t i o n s ,  o r  by except ional ly  
high r a t e s ;  t h a t  Congress e s t a b l i s h  appropr ia te  s tandards  f o r  such 
an  a c t  and author ize  t h e  Pres ident  t o  develop and c a r r y  o u t  i ts  
d e t a i l s .  

3. That t h e  Pres ident  be au thor ized  t o  e n t e r  i n t o  r e c i p r o c a l  
t r a d e  agreements without l i m i t  of  time and with power t o  reduce 
t a r i f f s ,  w i th in  specLfied l i m i t s ,  i n  r e t u r n  f o r  reduct ions  i n  t a r i f f s  
o r  r e s t r i c t i o n s  by o t h e r  coun t r i e s .  

4. That, a s  an in t e r im measure, customs procedures be s impl i f i ed  
by prompt passage of  a  b i l l  s i m i l a r  t o  t h a t  recommended by t h e  Treasury 
and passed by t h e  House of Representa t ives  i n  1951; t h a t  a commission 
be c rea t ed  t o  s tudy and propose f u r t h e r  measures o f  customs s i m p l i f i -  
ca t ion .  

5 .  That t a r i f f s  be reduced, and quotas on a g r i c u l t u r a l  products 
be l i b e r a l i z e d  t o  allow t h e  f r e e r  import of  goods t h a t  a r e  not p m -  
duced i n  t h i s  country i n  s u f f i c i e n t  q u a n t i t y  a t  world p r i ces ;  t h a t  
s e c t i o n  104 of t h e  Defense Production Act, r e s t r i c t i n g  t h e  import of 
c e r t a i n  a g r i c ~ i l t u r a l  p~mducts ,  be repealed.  

6 .  That t a r i f f s  be reduced and i n  some cases  u l t ima te ly  e l imi-  
nated on metals  and minerals  of which imports a r e  a  major p a r t  of 
United S t a t e s  suppli.es; t h a t ,  where necessary f o r  defense reasons, 
domestic production be encouraged through s p e c i a l  purchases o r  con- 
t r a c t s  r a t h e r  than t a r j f  f s .  

7. That import exc i se  t axes  now applying t o  petroleum products 
be dropped; t h a t ,  i f  imports reach a  l e v e l  where they  impede do- 
mestic exp lo ra t ion  and development, o the r  measures be taken  t o  assure  
a domestic indus t ry  adequate t o  defense needs. 

8. That cargo preference,  by which 50 percent  of  t h e  cargo 
on a i d  and loan  shj~pments i s  reserved t o  domestic c a r r i e r s ,  not  be 
appl ied  t o  coun t r i e s  t h a t  l e t  American sh ippers  compete on a  f a i r  
bas is. 

9. That t he  procurement p o l i c i e s  of t h e  Government which r a i s e  
t h e  cos t  of goods bought by the  Government be reconsidered i n  t h e  
l i g h t  of t h e  p r i n c i p l e s  and ob jec t ives  of  a  f o r e i g n  t r a d e  po l i cy  i n  
t h e  na t iona l  i n t e r e s t .  



10. Tha t  t h e  Congress t a k e  t h e  n e c e s s a r y  s t e p s  t o  e n a b l e  t h e  
United S t a t e s  t o  j o i n  in e s t z b l i ~ h i r ~ g  an  i n t e r n a t i o r i a l  o rgan5xa t ion  
t o  promote t h e  o b j e c t i v e s  o f  t h e  General Agreemerit o n  T a r i f f s  and 
Tra6e (GATT); t h a t  acti.tre p a r t i c i p a t i o n  be contir iued j n  o t h e r  i n t e r -  
n a t i o n a l  o r g a n i z a t i o n s  t,o pmnlote f a i r  exchange and f a i r  l a b o r  
p r a c t i c e s  and t h e  flow of investrr.ent c a p i t a l  . 



EZONOMIC STRENOTH FOR THE PREB WRID 

,-/'I A report  t o  t h e  Director fo r  Mutual Security on 
principles for  a United States  foreign developmnt 
program by the  Advisory Committee on Underdeveloped 

,'/ Areas 

Conwittee Members: 

Edwln Cl. h o l d ,  Executive Associate, Ford Foundation 
C. W. de Kieuiet, President, University of Rochester 
Arthur B. Foye, Senior Partner, Haskins & Sel l s ,  International 

Public Accountants, and President, Far &st-American Council 
of Commerce and Industry 

John W, Harriman, Dean of the Graduate School, Syracuse University 
Lester K. L i t t l e ,  Inspector General of Chinese Custom (Ret.) 
Edward 3, Mason, Dean, Li t tauer  School of Public Administration, 

Harvard University 
Stacy Hay, Economic Advisor on s ta f f  of Nelson A. Rockefeller and 

to  the  International Basic Economy Corporation, New York 
John E. Orchard, Professor of Economic Geography, Graduate School 

of Business, Columbia University, Chairman of the Cornnittee 
Whitney H. Shepardson, President, National Committee for  Free 

Europe; Formerly, Director, Bri t ish Dominions and Colonies 
Fund, Carnegie Corporation of New York 

This report, which was prepared a t  the request of the Direator 
f o r  Mutual Security, analy-zed the lessons learned i n  the  operation of 
U. S. foreign development programs in l e s s  developed areas of the world 
since 1949, then examined the unanswered questions of policy and proce- 
dure and suggested cer ta in  principles a s  guidance in the future adsiinistra- 
t ion  of the programso 

In  a statement of United S ta tes  objectivee i n  the l e s s  developed 
areas and the means t o  a t t a i n  them, the report  l ists ten  points the f i r s t  
two of which are the m e t  significant;  

The objectives of the foreign development program m a t  
be the same as  the objectives of United States  foreign 
policy generally (a) f o r  a world a t  peace and a f r e e  
world strong enough t o  keep the p u c e )  (bf f o r  a world 
with increased personal freedom and respect f o r  huaran 
dignity;  (c) for  a more prosperous world i n  which can- 
sumptian and production a re  s teadi ly  increasing and 
internat ional  t rade and investment a re  expanding. 



Foreign development programs must serve  these  object ives  
(a)  by helping t o  bui ld  economic, p o l i t i c a l ,  s o c i a l  and 
psychological s t r eng th  in t h e  nations of t h e  f r e e  world; 
(b) by widening opportunit ies  f o r  individual  self- 
r e a l i z a t i o n  and by increasing the  a b i l i t y  of individuals  
t o  make the  mos t  of these  opportunit ies;  and (c )  by pro- 
moting increased production and consunption through more 
e f f e c t i v e  u t i l i z a t i o n  and d i s t r i b u t i o n  of economic re-  
s ourcea . 

P a r t  I1 of the  repor t  considers t h e  des i red  d i r e c t i o n  of 
economic development i n  t h e  less developed areas ,  and i n  t h i s  connection 
c i t e s  a a e r i e s  of questions on which pol icy  should be established.  The 
f i r s t  th ree  questions center  upon the  pressure i n  many of t h e  underdevel- 
oped areas  f o r  more i n d u s t r i a l i e a t i o n  and upon the  growing r e a l i z a t i o n  
i n  t h e  more developed countr ies  t h a t  increases i n  manufacturing capaci ty  
a r e  tending t o  outrun production of primary mater ia ls  i n  t h e  f r e e  world. 
The Committee suggests i t  i s  important ne i the r  t o  encourage nor discour- 
age i n d u s t r i a l i z a t i o n  as a genera l  p r inc ip le  bu t  r a t h e r  t o  promote l i n e s  
of development t h a t  w i l l  bu i ld  r e a l  s t r eng th  and br ing about t h e  most 
rapid  increase of r e a l  income in the  l i g h t  of each a r e a ' s  resources and 
c a p a b i l i t i e s  and the  probable trend of world markets. The Committee be- 
l i e v e s  it i s  probably sound general  pol icy  no t  t o  underwrite with govern- 
ment funds p ro jec t s  f o r  d i r e c t  production but  t o  leave such f inancing t o  
p r iva te  cap i t a l .  The four th  question c i t e d  i s  whether j o i n t  development 
programs should aim a t  improving l i v i n g  condit ions,  o r  a t  increasing the 
competence of groups expected t o  provide leadership  in bueiness, govern- 
ment and the  professions. The f i f t h  question concerns increasing popu- 
l a t i o n  pressures. The s l x t h  question is  concerned with the  f i n a n c i a l  
burdens imposed on t h e  underdeveloped areas  by t h e i r  defense es tabl ish-  
ments. And t h e  seventh question emphasizes the  importance of the  under 
developed areas  as a s i g n i f i c a n t  element i n  the  workabil i ty of the  f r e e  
world economy. 

Par t  I11 t r e a t s  with t h e  f inancing of development, and recog- 
n izes  f i v e  spec i f i c  means of U. S o  financing: grants  f o r  technical  as- 
s i s t ance ,  grants  f o r  mutual secur i ty ,  s p e c i a l  purpose grants ,  investment 
of p r iva te  funds and. investment of public funds, 

Pa r t  IV deals  with the  administrat ion of development, and con- 
s i d e r s  the  question of b i l a t e r a l  vs . m u l t i l a t e r a l  channels. The Committee 
concludes t h a t  although the g r e a t e s t  possible use should be made of multi- 
l a t e r a l  channels, it i s  nevertheless c l e a r  t h a t  f o r  some time t o  come a 
subs tan t i a l  p a r t  of the  U. S. e f f o r t  must be administered b i l a t e r a l l y ,  
In  any event, however, the  Committee emphasizes t h e  importance of maintain- 
ing  a sense of permanence and cont inui ty ,  and urges recognit ion of the  
f a c t  t h a t  U. S. i n t e r e s t  i n  the  underdeveloped areas  i s  no t  a short-run 
emergency pol icy  but  a continuing respons ib i l i ty  i n  today's interdependent 
world. 
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REPORT OF THE COMMISSfON ON FOREIGN ECONOMIC POLICY 
January 23, 1954 

I. THE POSTWAR DOLLAR PROBLEM 

Current improvement i n  world t rade balance muat be ir+ 
terpreted i n  the  l i g h t  of t he  recent favorable change f o r  Western 
Europe i n  the terms of trade, t he  f a c t  t h a t  po ten t ia l  demand f o r  
do l la r  goods and services could subs tan t ia l ly  exceed the  present 
demand under f r e e  market conditions, t h a t  any contraction i n  U.S. 
national income has a multiplied e f f ec t  i n  reducing importe, and 
the  f a c t  t h a t  large nextraordinaryn do l l a r  expenditures a r e  s t i l l  
being rnade by the U. S. i n  other countries. 

Much remains t o  be done t o  achieve a dependable inter-  
national balance, and the problem must be attacked on many f ronts .  
The f i n a l  solut ion w i l l  probably depend even more upon the  e f f o r t s  
of other  countries than our om. It will involve t h e i r  c o n .  
i n t e rna l ' e f fo r t s  t o  achieve strong and sound economies and t h e i r  external  
e f f o r t s  to correct  t h e i r  in te rna t iona l  imbalance. 

11. FOREIGN A I D  AM3 TECHNICAL ASSISTANCE 

1. Econamic and M i l i t a r g  Aid 

Econamic a id  on a grant basis  should be terminated as 
soon a s  possible. Items entering mi l i t a ry  programs should be 
scrutinized with utmost care t o  minimize being borne by the  Ameri- 
can people. Consideration should a l s o  be given t o  the  economic 
implications of military programs, especial ly  the  do l l a r  cost  of 
replacement and maintenance. "Defense Support11 i s  a form of ec- 
nomic a id  and should be so denominated. 

Offshore procurement should not be used as a form of 
general economic aid. Contracts should be placed on comidera- 
t ions  of cost, a v a i l a b i l i t y  and quali ty,  o r  on s t r a t eg i c  judgments 
concerning the  military production base. 

Support t o  mil i tary  programs should be i n  the form of 
rants; i n  cases where subs tan t ia l  economic a i d  i s  necessary i n  
e U.S. i n t e r e s t  but cannot be obtained from pr iva te  or  in te r -  + 

national sources, loans should be made, not grants. - 



DISSENT: h4r. Byrd and Mr. George - a i d  is not a sound 
a l te rna t ive  t o  trade and should not be continued a s  an 
expedient f o r  maintaining balance i n  in te rna t iona l  accounts. 
M r .  McDonald -- Some grant economic a i d  may be desirable,  
par t i cu la r ly  where it may contribute t o  p o l l t i c a l  s t ab i l i t y .  

2. Technical Assistance 

Technical Cooperation program should be pressed forward 
vigorously, within the  Umits imposed by appropriations, the need 
f o r  se lect ing only sound projects,  the  ava i l ab i l i t y  of t ra ined tech- 
nicians, and good administration. It should not become a b ig  money 
program nor involve cap i t a l  inveshents .  

Sane expansion of t he  UN technical  ass is tance program 
would be desirable, b u t t h e  U.S. percentage share i n  its cos t  should 
be reduced. 

Foreign a id  should not become an instrument of coercion, 
and the f m n g  of conditions on a i d  should be Umited by this 
principle.  

DISSENT; M r .  McDonald - Favors l a rge r  Point I V  appropria- 
t ions.  

111. PROGRESS AND RESPONSIBILITY 

The time seems ripe f o r  obtaining the  benef i ts  of swel l ing  
in ternat iowil  commerce, but  t o  achieve this growth the  f r e e  world 
must remove the  impediments which s t i l l  e x i s t  t o  movement of goads, 
c ap i t a l  and currencies. The U.S. must exercise vdse leadership, 
but our actions must be matched by comparable e f f o r t s  on the p a r t  
of other nations of the fYee world. 

IV* U* S. FOREIGN 1 m s m  

1. Conditions Conducive t o  Investment Abroad 

The U.S. Government ahould give f u l l  diplomatic support 
t o  the acceptance abroad of pr inciples  underlying the  creat ion of 
a favorable investment climate, and continue t o  use t he  t r ea ty  ap- 
proach t o  es tab l i sh  common ru l e s  on the  f a i r  treatment of foreign 
imrestment. 

The U.S. can a l so  remove uncertainties i n  its own pol ic ies  
by ( a )  res ta t ing  U.S. a n t i t r u s t  po l ic ies  to acknowledge the  r i g h t  
of each country t o  regulate t rade within its borders; a t  the same 



time i t  should be made c l ea r  that foreign l a w s  or  p rac t ices  which 
encourage r e s t r i c t i v e  arrangements w i l l  limit the  will ingness of 
U. S. businessmen t o  inves t  abroad and (b)  making c l e a r  t h a t  public 
f inancing w i l l  not be a subs t i t u t e  f o r  p r i v a h  investment. 

2. U.S. Taxation 

Specif ic  proposals a r e  submitted f o r  providing p re f e r en t i a l  
tax treatment t o  corporate and pr ivate  investors  abroad, permitting 
foreign taxes t o  be off s e t  i n  f u l l  agains t  domestic tax, r a t e  re- 
ductions i n  taxes on foreign income, removal of r e s t r i c t i o n s  on fo r -  
e ign tax cred i t s ,  and allowing investors  the  option of t r e a t i ng  in- 
vestments e i t h e r  a s  branches or  subsidiar ies  f o r  tax purposes. 

The Commission re jected a proposal f o r  rapid amortization 
on foreign investments. 

3. Guaranties 

The program of guaranties against  expropriation or inconverti- 
b i l l t y  should be given a fu r the r  period of t r ial  and during this period 
guaranty coverage on a discre t ionary bas i s  should be authorized f o r  
r i s k s  of w a r ,  revolution and insurrection. 

4. Public Lending 

Loans by Eximbank and IBRD t o  f inance basic  f a c i l i t i e s  a r e  
o f ten  a necessary condition f o r  increased pr ivate  investment. Wherever 
possible, such loans should be made t o  pr ivate  enterpr ise  abroad. 
Public lending should not compete with, o r  displace p r iva te  foreign 
investment. 

Eximbank should continue t o  make loans which a r e  i n  the 
spec ia l  i n t e r e s t  of the  U.S., bu t  i ts own funds should not be used 
f o r  loans which do not meek reasonable standards of bankability. I n  
cases where there  is  an urgent p o l i t i c a l  need f o r  such loans, spec i a l  
funds should be authorized. 

5. Foreign Investment and Economic S t ab i l i t y  

Aqy sharp decline i n  the  t o t a l  flow of inves .hent  abroad 
would create  severe problems of adjustmerit i n  American export in- 
dus t r i es  arid i n  the development programs of other nations of the  
free world. 

DISSEhT: M r .  McDonald -- The proposed special. concessiorls 
t o  foreign investors a r e  i n  the  national  i n t e r e s t ,  but  
should be recognized a s  i n  the  nature of subsidies. The 



subsidy route should a l so  be used t o  ease adjustments of 
workers, employers and communities t o  e f fec t ive  tariff 
reduction. Also, it should be admitted with more for th-  
r ightness t h a t  there m y  be cases where public foreign 
investment is amply justified. Foreign investment is a 
re la t ive ly  short-term solut ion t o  the  problem of do l l a r  
imbalance, and i t s  v i r tue  is  tha t  of affording addi t ional  
time i n  which t o  make the inevi table  accomodation t o  in- 
creased commodity Imports. 

V. PROBLEMS OF AGRICULTUHE AND RAW ?UTERIALS 

It would be unrea l i s t i c  t o  expect the  t o t a l  volume of our 
farm products exparts t o  continue a t  the  l e v e l  a t ta ined during the  
period of postwar reconstruction but it is important t o  take such 
s t eps  a s  can be taken t o  maximize a continuing flow of U.S. farm 
products i n t o  world markets. 

1. Conflicts between Farm Pol ic ies  and Enlargement of I n t e r n a t i o m l  
Trade 

The Internat ional  Wheat Agreement has contributed L i t t l e  
t o  the solut ion of our own o r  the  worldls wheat ~roblems.  and i ts 
termination in 1956 should be considered. 

The levels  of import r e s t r i c t i ons  on farm products should 
be s e t  w i t h  f u l l  regard f o r  the  e f f ec t s  on the overseas buying 
power and the  p o s s i b f l i w  t h a t  such r e s t r i c t i ons  may lead t o  re- 
t a l i a t i o n  and may be self-defeating. 

Ways of achieving desirable  farm pol icy goals can be found 
without r e so r t  t o  the kind of in f lex ib le  p r ice  supports o r  f ixed 
pr ices  which hold the  pr ices  of our farm products above the l eve l  
of world pricea. This subject, however, is  outside the  fie1.d of in- 
quirg of t h i s  Canmiasion. 

A dynamic foreign economic policy a s  it re l a t e s  t o  agri- 
cul ture  cannot be b u i l t  out of a maze of r e s t r i c t i v e  devices such 
a s  i n f l e f i b l e  price-support programs which r e s u l t  i n  f ixed prices,  
open o r  concealed export subsidies, import quotas a t  home and abroad, 
excessive use of t a r i f f s  here and abroad, exchange r e s t r i c t i ons ,  and 
s t a t e  trading. I f  we a m  t o  have a foreign economic policy which 
w i l l  make i t s  bes t  contribution t o  the  strengthening of our long-term 
development of foreign markets f o r  fanners, ne must move as rapidly  
a s  feas ib le  t m r d  the  elimination of such devices a s  a p a r t  of', or  
supplement to,  our own ag r i cu l tu r a l  policy. 



STATEUEWS 1 Mr. Hickenlooper - Agrees with recommendations, 
b u t  emphas$zes he does not favor ellmination of government 
farm price  supports. 

Mr .  Cooper - Our damestic ag r i cu l t u r a l  programs should not 
be subordinated t o  our fore ign t rade pol&@ without f u l l  
and care fu l  consideration, with proper emphasis being given 
t o  our domestic farm econongr and its impact on our overa l l  
nat ional  econoagr. 

DISSENTr Hr. McDonald - Burdensome accumulation of sur- 
w a n d  high domestic p r ices  will not be resolved by 
abandoning t he  Federal Govermentls responsibi l i ty  ta 
maintain a sound stabillvied f a m  program. 

2. I n a t a b i l l t y  of Raw Materials Prices 

Extensive r e s o r t  t o  commodity agreements will not solve the  
problem of p r i ce  Snsttlbility; and such agreements introduce r ig id i -  
t i e s  and r e s t r a i n t s  that impair the e l a s t i c i t y  of econcmic adjustment 
and the  freedau of individual  i n i t i a t i ve .  The same objections apply 
t o  proposals f o r  un i l a t e r a l  buffer  stock ac t ion  by the  US t o  s tabi-  
l i z e  world p r ices  of raw materials and foodstuffs. 

Constructive contributions the US can m e  t m r d  greater  
s t a b i l i t y  of world p r ices  a r e  (1 )  re laxat ion of impediments t o  
fore ign trade; ( 2 )  encounagement of d ivers i f i ca t ion  of the  economies 
of r a w  materiala producing countries (3) avoiding act ions  inc iden t ia l  
t o  our commodity control  and stockpile programs t h a t  would have 
avoidably disrupt ive  e f f ec t s  on world prices:  (4) continued consulta- 
t i o n  and cooperation with other  countries t o  improve knowledge of 
world supply and demand f o r  materials  and foodstuffs,  and t o  explore 
possible means of lessening i n s t a b i l i t y  and ( 5 )  adoption of po l ic ies  
which will temper t he  f luctuat ions  of our domestic economy. 

STATEMENT: Hr. Whitney - Internat ional  commodity agree- 
ments t h a t  embody f l ex ib l e  p r ice  po l ic ies  and take account 
of longtenn trends i n  world demand and supply may provide 
a means of protect ion fran d r a s t i c  p r ice  movements. 

DISSENT: Mr.  McDonald -- Report g rea t ly  oversimplifies 
-8. I n  addi t ion ta measures recomended, U.S. m y  
f i nd  it appropriate t o  join in careful ly  negotiated in- 
ternat ional  agreements t o  reduce f luctuat ions  i n  incomes 
of raw materials  producers. 

M r .  George - The Commission fails t o  point  out  arrg con- 
s t ruc t i ve  subs t l tu te  f o r  t h e  present ag r i cu l t u r a l  program 
and content8 i t s e l f  with c r i t i c i sm of r e s t r i c t i v e  devices 
i n  the ex i s t ing  program. 



V I .  U.S. DEPENDFNCE ON IMPORTED .RAW MATERIAIS 

The most e f f ec t i ve  contribution the  U.S. Government can 
make t o  th development of foreign sources of raw mater ia ls  i n  which 
we and the f r e e  nations a r e  de f i c i en t  i s  t o  fol law po l i c i e s  favor- 
able  t o  pr ivata  investment abroad, and t o  advocate among n a t i o m  
adherence t o  pr inciples  and pract ices  hospitable t o  foreign investors  
and conducive t o  thr i f t  and investment by t h e i r  own nationals.  In- 
ves tors  i n  the  development of sources of needed materials  must be 
assured aga ins t  f r u s t r a t i o n  of t h e i r  ventures by unpredictable o r  
capricious l ev i e s  on exports o r  production by the  countries o r  orgin. 
Also our t a r i f f  policy toward the needed mater ia ls  should be such 
a s  t o  o f f e r  them reasonably easy access t o  the  U.S. market. 

Ta r i f f s  o r  other import r e s t r i c t i o n s  on raw mater ia ls  
should be determined on economic grounds. Protection of domestic 
supply sourcea on secur i ty  grounds should be accomplished by o ther  
meana, the coet  of which should be borne by the defense budget, 

STATEMEVI'S: Mr. Bush and M r ,  Vorys -- Domestic defense 
production indust r ies ,  as wel l  a s  suppl iers  of raw materials ,  
should be protected on secur i ty  grounds. Tariff  protect ion 
may be necessary, 

Mr. Fleming - Agree with Bueh and Vorys, bu t  determinations 
f o r  a i d  t o  production f a c i l i t i e s  should be made a t  a very 
high l e v e l  i n  t he  Administration, and should be done by di- 
r e c t  means, r a t he r  than t a r i f f  protection,  

bk. Hickenlooper - I must d isassocia te  ~ s e l f  from the above 
recommendation f o r  the  reason t h a t  I have been unable to 
s a t i s f y  myself as t o  i ts  implications and it might lend i t  
s e l f  t o  a variety of in te rp re ta t ions  w i t h  which I could no t  
agree. We should approach wi th  g rea t  caution any pol icy  
which might r e s u l t  i n  t he  subs tan t ia l  d isrupt ion of es tabl ish-  
ed segments of our econow a f f ec t i ng  both indust ry  and labor. 

VII, TARIFFS AND TRADE POLICY 

Bug American Act should be amended t o  permit the  President  
t o  exempt from i ts  provisions bidders f r o m  other  nations t h a t  accord 
equal treatment t o  U.S. bidders. 

The Commission presents spec i f i c  proposals f o r  s tud ies  and 
ac t ion  leading t o  (a) s impl i f i ca t ion  of commodity de f i n i t i ons  and 
r a t e  s t ructures ;  (b)  s impl i f i ca t ion  of c l a s s i f i c a t i o n  of a r t i c l e s  
not enumerated i n  tariff schedules; ( c )  passage of HR 69% t o  amend 
and improve customs valuations; ( d )  g rea te r  use of a c t u a l  invoice 



price on imported goods f o r  valuation purposes; ( e )  more e f fec t ive  
use of the  "anti-dumping" law; ( f )  more e f f i c i e n t  custclns admini- 
stration; and (g) protection of American i n d w t r g  from in jury  by 
embargoes or  other impediments t o  exports of raw materials t o  the  
U.S. f o r  use i n  processi.ng here. 

Our policy of nondiscrimination i n  trade matters, a s  re- 
f lec ted  i n  our unconditional most-favored nation policy should not 
be changed. 

The organizational provisions of GATT should be remgotia t -  
ed with a v i e r  t o  confining the functions d f e  contractdng pa r t i e s  
to sponsoring mul t i l a te ra l  t rade negotiations, reconnnending broad 
trade pol ic ies  f o r  consideration by the countries, and providing a 
f o r m  f o r  consultation regarding t rade  disputes. They should then 
be submitted to Congress f o r  approval, 

The President's power t o  negotiate trade agreements under 
Trade Agreements Act should be extended f o r  not l e s s  than three 
years with appropriate safeguards. Consideration should then be 
given t o  extending the Trade Agreements Act f o r  a longer period 
than three years, with such safeguards as  experience then indicates  
t o  be necessary. The President should be delegated broad powers 
under the Trade Agreements Act t o  enter  i n t o  mul t i l a te ra l  negotia- 
t ions  looking tuward a reduction of t a r i f f  r a t e s  on a gradual basis. 
He should be authorized f o r  three years t o  reduce t a r i f f  r a t e s  t o  
the  following extent: 

a. Pursuant t o  mul t i l a te ra l  trade agreement negotiation, 
by not more than 5% i n  each of the f i r s t  three years, 

be  On the  bas i s  of information provided by the T a r i f f  
Commission, with o r  without reciprocal  concessions, by not more 
than one half' of Jan. 1, 1945 r a t s s  on products which a r e  not being 
imported or which a re  being imported in  negligible volme. Aqy 
such reductions should be made i n  steps spread over a period of 
three years. 

c. 50% ad valoram, or its equivalent, any r a t e  i n  excess 
of t h a t  ceil ing,  except t ha t  aqy such reduction should take place 
by stages over a period of three years, 

d. Reductions i n  r a t e s  pursuant t o  the  foregoing should 
not be cumulative a s  to any commodity. 

e. I n  exercising these powers, t he  ex is t ing  pre-negotia- 
t ion  procedures should be followed and p e r i l  point  determinations 
should be made. Moreover, the provisions of the  escape clause should 
apply to tariff reductions made under t h i s  authority. 



The escape clause and the  p e r i l  point  provisions should 
be retained, but the  s t a t u t e  should be amended t o  s ~ e l l  out the 
f a c t  t h a t  t he  Presid.ent i s  authorized t o  disregard kindings under 
these provisions whenever he f i nds  t h a t  the  national i n t e r e s t  re- 
quires  it. 

The same standards of san i ta t ion  and heal th  should be 
applied t o  imported a s  t o  domestic goods. The des i r ab i l i t y  of 
consulting w i t h  o ther  countries, with a view t o  creat ing greater 
understanding abroad of t he  standards being enforced by the  U.S., 
should be studied. 

STATEMENTS: M r .  McDomld - BUJ American Act should be 
repealed. Adequate provision should be made i n  t h e  law 
f o r  sharing the  costs  of such adjustments a s  may be 
necessitated by increased imports. 

VIII. ADJUSTMENT TO 1NCFUUS"JD IMPORTS 

k. McDonald submitted a proposal f o r  Goverment a s s i s t -  
ance t o  employers, communities and workers to f a c i l i t a t e  adjustment 
i n  case injury should be caused by t a r i f f  changes. The Conmission 
decided it could not recommend the proposal f o r  the reason t h a t  t h i s  
i s  but one phase of a much broader problan. I n  a f r e e  econauy, some 
displacement of workers and some in jury  t o  i n s t i t u t i ons  is unavoid- 
able. Since it has never been seriously proposed t h a t  the  burdan. of 
a l l  such injury should be assumed by the  Qovernment, the  Colllmission 
f e l t  t h a t  it was not appropriate to propose such a plan i n  the  t a r i f f  
area only. 

The Commission f e l t ,  however, t h a t  hlr. McDonald s proposal 
should be presented t o  the public, and it is included i n  the  
C o d s s i o n l s  report. 

Under the  McDonald proposal, when the  President found it 
i n  the national i n t e r e s t  t o  lower a t a r i f f  below the p e r i l  point  o r  
t o  maintain a t a r i f f  concession despite a finding of in jury  o r  
t h r ea t  of in jury  by the  T a r i f f  C d a s i o n ,  the  affected companies, 
t h e i r  employees, and the  communities i n  which they a r e  located 
should become e l i g i b l e  f o r  the  following types of assistance: ( a )  
technical  ass is tance to companies and communities; ( b )  f inanc ia l  
ass is tance t o  companies and communities f o r  adjustment programs; 
( c )  tax amortization fo r  companies on new p lan t  and e q u i p n t ;  (d )  
spec ia l  consideration t o  companies and communities i n  the  l e t t i n g  
of Government contracts; ( e )  spec ia l  employment compensation f o r  
employees; ( f ) an adequate adjustment program f o r  employees, includ- 
ing counseling and placement, spec ia l  t ra ining allowances, s p e c k 1  
moving allowances, and early retirement benef i ts  f o r  older  workers 
who prove unemployable. 

In  addition, the McDomld proposal recommends a privately- 
sponsored program t o  ge t  export industr ies  to place new plants  i n  
areas  w i t h  present o r  prospective labor surpluses, and fu r the r  



research on the  impact of lower t a r i f f s  and increased imports on 
American workers, compa~lies and cornmimities . 

STATmNTS: Statements were submitted by Mr. Parker, ,Mr. 
Bush, Mr. Vorys, Mr.  Whitney, Mr. Williams, M r .  Tapp con- 
cerning the  McDonald proposal. 

IX. LABOR STANDARDS I N  INTERNATIONAL COMPETITION 

American labor should not be subjected t o  unfai r  competi- 
t i o n  as a p a r t  of any program t o  expand our foreign trade,  but  
nei ther  low wages nor l o w  un i t  labor costs ,  i n  a d  of themselves, 
consi tu te  nunfair competition. 

Our negotiators should make c l e a r  t h a t  no t a r i f f  con- 
cession8 w i l l  be granted on products made by workers receiving 
wages which a r e  substandard i n  the  exporting country. 

The U.S. should a l s o  attempt t o  r a i s e  labor  standards through- 
out the  world through consultat ive procedures and cooperation i n  in ter-  
nat ional  conferences such as those sponsored by the  IU. 

STATEMENTS1 M r .  McDonald -- A p r inc ipa l  objective of the  
suggested TM conferences should be the formulation of a 
Coade of F a i r  Labor Standards, which should include the r i g h t  
of workers t o  organize i n t o  f r e e  t rade unions and engage i n  
f r e e  co l lec t ive  bargaining. 

M r .  Bush and M r .  Vorys - In  negotiat ing t rade agreements, 
our negotiators should consider not only substandard and 
depressed wage levels ,  but  a l s o  wage d i f f e r en t i a l s ,  i n  order 
t o  p ro tec t  American labor. 

M r .  Rickenlooper -- Supports the  use of our good o f f i ce s  to 
increase wage and living standards i n  other countries, but  
questions the  e f f e c t  of ac t ion  which might be considered as 
a r b i t r a r y  o r  coercive. 

X. RELATED PROBLEMS OF TRADE ADJUSmNT 

1. East West Trade 

,So f a r  a s  it can be done without jeopardizing mi l i t a ry  se- 
cur i ty ,  and subject  t o  the  embargo on Comunist China and North 
Korea, the U.S. should acquiesce i n  more t rade i n  peaceful goods 
between Western Europe and the  Soviet Bloc. 

STATEMENTS: Messrs. Parker, Whitney, Bush and Vorys - 
Concur i n  recornmendation. 



M r .  George and Mr. Byrd - Treasury should study Russian 
gold sa les  t o  ascer ta in  whether they are foster ing i l l i c i t  
trade. 

DISSENT: M r .  McDonald - Mst inc t ions  between s t r a t eg i c  
=-strategic t rade are  unreal is t ic .  U. S. should lower 
t a r i f f  ba r r i e r s  to  pennit  s h i f t s  i n  European t rade f r c a n  
Soviet Bloc t o  U.S. 

2. Merchant Marine Policy - 
Determination of ac t ive  U.S. merchant f l e e t  requirements 

under the  Merchant Marine Shipping Act should take account of the  
ava i l ab i l i t y  of foreign vessels  and of the importance to the  balance 
of payments of foreign maritime nations of t h e i r  do l la r  earnings 
from shipping services. 50% shipping requirement on a id  shipments 
should be repealed and support t o  merchant marine provided by d i r e c t  
means. 

STATEMENTS: Mr. Tapp, M r .  Whitney, and Mr. Boyd - Concur, 
but statement should not be interpreted t o  m a n  t h a t  we 
should place l e s s  re l iance on maintenance of a strong mer- 
chant marine than authorized by the  Merchant Marine Shipping 
~ c t  of 1936. 

DISSENT: Mr. McDonald -- In  determining merchant f l e e t  re- 
quirements, we should not put  subs tan t ia l  re l iance on the  
merahant ships of our a l l i e s .  50% shipping clause should 
not be repealed. 

Tourism should be encouraged by considering means of f a c i l i -  
t a t i n g  issuance of passports and visas,  cooperating with foreign 
governments t o  insure ease of entry  and adequacy of accomodation f o r  
t ravelers ,  and an increase i n  the duty-free allowance f o r  tour i s t s .  

XI .  CURREICY CONVERTIBILITP 

Responsibility f o r  introducing currency conver t ib i l i ty  
should rest on countries concerned, bu t  the  Commission's overa l l  
racommendations f o r  U. S. actions would encourage and a s s i s t  foreign 
countries i n  removing r e s t r i c t i ons  on t rade and payments. The Com- 
mission would deplore a merely formal conver t ib i l i ty  maintained 
through t rade r e s t r i c t i o m ;  removal of r e s t r i c t i ons  on payments and 
t rade should go hand i n  hand. The Commission favors gradual but  
posi t ive  progress toward currency conver t ibi l i ty .  For the  purpcis e 
of a gradual and controlled approach t o  f u l l  conver t ibi l i ty ,  ade- 
quate reserves could be found through a much more ac t ive  u t i l i z a t i on  



of IMFfs holdings of gold and convertible currenciee. As a second 
means of strengthening foreign reserves and providing foreign ex- 
change support operatione to ass ia t  i n  the gradual attairlnent of 
general convertibility, the Conmdssion r e c m d s  that the Federal 
Reserve System explore w i t h  foreign central bank8 the pos s ib i l i t i e s  
of s ta~dby  credits or line of credit arrangements. 



STATEM??,NP BY MR. MILLIXIN ON THE REPORT 

Senator Eugene Millikin submitted h i s  comments on the Report 
separately i n  a l e t t e r  t o  Chairman Randall. H i s  major comments, 
which follow the outl ine of the Report i tself ,  follow, 

Foreign Aid and Technical Assistancet I f u l l y  agree with 
the general proposition t h a t  economic a id  should be terminated, but 
believe room should be l e f t  f o r  permissible exceptions f o r  serving 
clear ly  demonstrable security requirements of the U.S. Point I V  
assistance has not realized some of i t s  grea t  donstructive possi- 
b i l i t i e s  because of departures f r o m  the intended objectives of the 
program and over-hasty project  selection. The program should be 
kept simple, be real izable  within a reasonable period of time, be 
acceptable t o  the beneficiaries, and be modest i n  cost ,  

U.S, Foreign Investments: Careful consideration should be 
given t o  a l l  the  implications of a l te r ing  taxation of income from 
investments abroad i n  terma of losses of revenue, equity issues in- 
volved i n  tax favoritism, the advisabi l i ty  of subsidies, and the 
re la t ive  posit ions of the local  investor and h i s  U.S. competitor i n  
the foreign country. May not assured freedom t o  convert investment 
o r  income funds achieve the same purposes? 

Problems of Agriculture and Raw Materials: Our domestic 
programs i n  a i d  of agr icul ture  must not be subordinated t o  considera- 
t ions  of foreign policy. 

U.S. Dependence Upon Foreign Materials: In my opinion the  
development of self-sufficiency, so  f a r  a s  s t ra teg ic  and c r i t i c a l  
materials a re  concerned, i s  of first importance. The notion t h a t  we 
can conserve our domestic materials f o r  emergency use while increas- 
ing our dependence upon foreign sources i s  fallacious.  I suggest 
t h a t  the best  protection i s  a growing domestic industry which can 
supply requized wartime needs with m i n i m u m  foreign dependence o r  
excessive stockpiling. 

Tariffs and Trade Policies: I believe more study should 
be given to the Buy American Act before it is  repealed or  altered.  
I am hea r t i l y  i n  favor of making a study of t a r i f f  c lass i f ica t ions  
and simplifying them, but under c lear  standards prescribed by the 
Congress. A n y  proposal f o r  change i n  t a r i f f  regulations should 
take in to  account the f a c t  t h a t  domestic businesses have made plans 
based on the present arrangements. Tariff reduction action should 
not be taken vrithout reciprocal considerations, since such ac t ion  
simply reduces our bargaining base, 



Adjustment to  Increased Imports: I am opposed to the  pro- 
~ o s a l  t h a t  the  Federal  Crovernment should g ive  ass i s t ance  t o  communi- 
t i e s ,  employers. and workers who have been-in jured by t a r i f f  changes, 
f o r  such ac t ion  is a infringement on human d ign i ty  and our conception 
of individual  freedom. 

d n :  The po in t  
i s  t o  safeguard our own wage sca les  and our arm standards of living 
by requir ing f a i r  competition between the  competing a r t i c l e s  i n  our 
markets. 

Related Problems of Trade Adjustment: I am not prepared 
to agree t h a t  the  U.S. acquiesce i n  more t r ade  i n  peaceful  goods 
betffeen Western Europe and the  Soviet bloc u n t i l  I am more f u l l y  
s a t i s f i e d  t h a t  i n  making such exchanges we a r e  not strengthening po- 
tent ia lqggressors  agains t  i n t e r n a l  unrest. Regarding Merchant Marine 
pol ic ies ,  I agree i n  the  main w i t h  klr. McDonald. Congressmen Reed 
and Simpson, i n  add i t ion  t o  f i l i n g  a j o in t  statement of general  dis- 
sent ,  submitted a more de ta i l ed  statement, t he  major points  of which 
f ollaro: 

nWe f e e l  t h a t  t he  Report, a s  a whole, contr ibutes  l i t t l e  
t o  a so lu t ion  of the  over-all problems which t h i s  country faces  wi th  
respect  t o  i t s  fore ign economic policy, It adds nothing t o  the  views 
of the members of t he  C d s s i o n  previously published and wel l  known 
before t h e i r   election,^ 

Specif ica l ly t  

1. The time f o r  preparation of the  mater ia l  was too shor t ,  and 
a l l  t h a t  was avai lable  was not used. 

2, The Report f a i l s  t o  recognize t h a t  the  welfare of the  f r e e  
world i s  dependent upon a healthy economy and a s t rong defense s t ruct -  
ure i n  t h i s  country, 

3, The various p ro t e s t s  submitted t o  t he  Commission by indust ry  
on the  e f f e c t s  of Iftrade l ibe ra l i za t ion"  have been l a rge ly  ignored, 
including chemicals, t ex t i l e s ,  e l e c t r i c a l  goods, coa l  and petroleum, 

4. Assistance t o  communities, indus t r i es ,  and individuals  by 
means of subsidies i s  no subs t i t u t e  f o r  jobs. Nor i s  it needed f o r  
our i ndus t r i e s  which irnder t a r i f f s  levied t o  prevent unfai r  c a p e t i -  
t i on  have given the  U,S. t h e  b e s t  balanced and most productive socie ty  
i n  a l l  h is tory .  



5. The proposals aggravate an already desperate s i tua t ion  
regarding the costs of government i n  the U.S. 

6. In sp i t e  of statements to  the contrary, the Report r ea l ly  
draws it basic concepts from economic conditions which have m w  
ceased t o  e x i s t  i n  the nations of the f r e e  world. "Recent o f f i c i a l  
statements by the Foreign Operations Administration declare, without 
qualif ication,  that  the nations of the f r ee  world i n  1953 enjoyed 
the best  economic year i n  t he i r  en t i r e  history. They affirm tha t  
a l l  foreign economic aid,  with minor exceptions, may now be eliminated. 
They held tha t  the f r ee  world outside of the U.S. is moving forward. 
It  has enjoyed i t s  highest personal income; it has been be t te r  fed and 
be t te r  clothed than ever before; it has had i t s  lowest unemployment 
and i ts greates t  pro:fits; and f ina l ly ,  it has achieved control  of irr- 
f l a t ion .  In  sp i t e  of a l l  th is ,  the Report advocates s ac r i f i ce s  by the 
IT. S. - sacr i f ices  which admittedly w i l l  create unemployment and ad- 
versely a f f ec t  businesses i n  t h i s  country. Yet the only remedy offer-  
ed i s  the a l ternat ive of subsidy o r  sympathy.n 

7. The recommendations a l l  involve sacr i f ice  by Americans. 
There a r e  no constructive recornendations f o r  act ions  which w i l l  ex- 
pand world t rade t o  the benef i t  of a l l  countries,, 

8. We expect t o  submit t o  the Cornmission a l te rna t ive  recommenda- 
t ions  before March 6, 1954. 



PRESS WL;EAS ON THE HOOVER COMMISSION KETORT --- 
OH OVERSEAS ECONOMIC ACTIVITIES 

1955 - 
Washington, June 5 - D e s ~ i t e  mistakes and waste, foreign aid, 

which has cost American taxpayers more then $50,000,000,000 since the 
end of World War 11, sfiou9.l be continued, but not i n  coimtrfes which no 
l o n ~ e r  need econandc assistance, and should be r e v  pnized and eeoncmicnlly 
adm5n5stered7 " ~ 5 t h  the primzry purpose of styend.. n ine  the security of 
the Ustitea States," mis i s  t,he d e w  of the Conrnission on Organization of 
the Executive Branch of the Government as  expressed i n  i ts  Report on h e r -  
seas Econmdc Operations wnich w i l l  be submitted to the Congress tomomow, 

" here a r e  great problem of economic and humanitarian advance- 
~ e n t  in inaq co~mtr ies ,  i n  the s o l ~ t i o n  of r~llich," the Homer Commission 
says, "the llnited States  should take -nafi." But, it adds, t,hs time has 
come when the increased economic strength of c e r t ~ i n  netions mdes extensive 
support from us no longer necessary, T h e  Comissfon c i t e s  President 
Eisenhcnmr 's statemen% tha t  inasmuch a s  the Eurovpan countries or iginal ly 
members of the North Atlantie Treaty OrgarxLzatiofi hare reached the p e a t e s t  
indus t r ia l  procluctivity of t h e i r  history no further  economic aid need be 
given t o  them. 

These countries, the Commission points out9 dl1 contirrue t o  
benefit a npossf ble $f,000,003,000 annu~.lly'l from the Military Assistance 
prograin, off-shore procurement, the support of the North Atlantie Treaty 
Organization and the maintenance of o m  ,troops f n  Emope. 

Seven of the twelve members of the C d s s 5 o n  i n  a separate 
state-ment said tha t  lssurelg, a f t e r  almost ten years, the time has erne t o  
apply sane hrakes t o  th i s  overseas spending p r o e m e n  The signers are 
Senators John Lo IkClellan a ~ d  Styles Bridges, Represantative Clarence J, 
Brown, Solomon C, Holfis ter ,  Joseph Po Kennedy, Sidney A,  Mitchell and 
Robed G. Storey. Pointing out tha t  "there i s  presently available approx- 
imately $8,000,000,000 i n  uzlexpended a~proa r i a t ions  from previous years ," 
they advacated "substantial reductions" i n  foreign aid,  "By no other 
means," they said, "wilf the sowing trend tor\rard permanent foreign spend- 
ing  be hafted," 

James A ,  FarPey l a t e r  expressed "basic agreementw with the state-  
ment by these seven Comnissioners. A t  the saxe time, he disapproved the 
recmnendation f o r  cmplete  ePindnation of technical assistance t o  the 
original  North AtPantLc Treaty Organization countries on the ground tha t  
'R situa.tion might v e F  well a r i sew where such assistance would be helpful, 



Representative Chet HolifiePd presented a d t s s e n t  and separa te  
statement with respect  t o  various aspects  of t h e  Conimission's reper-%, 

Four Commissioners were absent from t h e  meeting t h a t  adopted t h e  
repor t ,  and some Canrmissioners f e l t  t h a t  i n  t h e  absence of a d e t e i l e d  schedule 
of s p e c i f i c  reductions in the  country propams t h e i r  opfnicn t h a t  rsduct icns  
should be made would be more appropr ia te ly  set f o r t h  i n  a separa te  etetement 
rat.her than i n  t h e  repor$ proper. 

me decision of t h e  C ~ n g r e s s  t o  abol ish  t h e  Foreign Operations 
Administration as sf June 30 next, provides the opport\snity, t h e  Cornissfon 
asserts, f o r  an overhad icg  of fore ign a f 2  methods. There a r e  metk-ods of 
organ% zat ion , i t asser+us, which would reduce cos t  by el iminating duplf cat f  on 
and by crea t ing  gyeater  e f f i c i ency  i n  operation. 

These are 32 agencies i n  t h e  Federa l  C o v e m e n t  d i r e c t l y  o r  f n d i r e c t l y  
engaged i n  o r  r e l  ted t o  fore ign a id ,  t h e  Commission found, I8Apart from Ameri- 
can m i l i t a r y  persc,mePPg0 it says, "a t o t a l  of  115,250 persons were emplcyed by 
t h e  United S t a t e s  f o r  work abroad, of whom 30,681 were Americans and 84,569 were 
of' o the r  n a t i o n a l i t i e s .  Of t h i s  number, some 20,000 American workers and 74,000 
c i t i z e n s  of o the r  coun t r i e s  were re ta ined hy our Defense establishment, The 
work of c i t i z e n s  of o the r  countr ies  md paynent tc them i n  d o l l a r s  mate r i a l ly  
aSda t h e  economy of the caw,try i n  which they a r e  s t a t l ~ n e d . ~  

M i l i t a r y  an2 econonic a i d  t o  forefgn ccuii tr ies  from 1946 through 
t h e  f f  s c a l  year 1954 amounted t o  $46,8117,000,000, of whfeh $12,181,000,000 
was i n  m i l i t a r y  g ran t s ,  $23,661,000,000 fr1 p a n t s  f c r  econonic and o t h e r  pur- 
poses and $19,005,000,000 i n  loans o r  cred1t.s f c r  econor.-c and other  a id ,  In  
addit-icn t h e  Budget ind ica tes  t h a t  $4,300,000,000 i a  e q  .cted t o  have been 
spent i n  f i s c a l  1955, ending next June 30, and an out lay  of $4,7C0,000,000 ; s 
fa recas t  f o r  f i s c a l  1956, The $46,847,000,000 represent3 a c t u a l  expenditures 
and does fiat include e o d t m e n t s ,  

The Conmission's Task Force, headed by Henning W ,  P ren t f s ,  Jr,, 
Chai- of t h e  Board of t h e  Armstrong Cork Conpany, which s tudied t h e  
fore ign a i d  problem at length, has estimated t h a t  t h e r e  w i l l  be an unexpended 
balance of about $7,900,000,000 when t h e  Foreign Operations Admfifstration 
passes out of existence on June 30 next.  In addi t ion ,  t h e r e  was avaf lab le  
a s  of December 31, 1954, i n  fore ign currencies ,  %he equivalent  c f  $573,000,000 
i n  c o m t e r ~ m t l  fundsp some of which w i l l  remain as of June 30, The proposed 
appropr ia t ions  f o r  f o s c a l  1956 m e  $3,500,000,000, 



"The t o t a l  sum ava i l ab le  f o r  t h e  f i s c a l  year 1956 would, 
therefore ,  b e  ab0u.t $12,3Q3,000,i)00,w t h e  Hoover Commission says. 
wConsiderable of these  fumls a r e  committed i n  con t rac t s  f o r  t h e  purchase 
of am, f o r  fore ign assTsetance and offshoxue procilremrrt. Others a r e  
coimnitted f o r  i n d u s t r i a l  p r o j e c t s  urder  cons t ruct ion  and t o  u n i v e r s i t i e s  
f o r  technica3 ass i s t ance ,  e t c o  

We suggest  t h a t  t h e  appropr ia te  Congressional Committees 
a s c e r t a i n  how much of the uwxpended f u d s  a r e  committed by d e f i n i t e  
cont rac tual  ob l iga t ions  as  of June 30, 1955> a d  whether these  unexpended 
approppiat ions do not p e m l t  a  subs tan t i a l  reduct ion  of  cash a p p r o ~ r i a -  
t i o n s  f o r  t h e  f i s c a l  year 1956." 

We believe," t h e  Commfssion sayso "there can b e  important  
saving3 i n  admin i s t r a t ion  by t h e  organizat ion and p r i n c i p l e s  of a c t i o n  
proposed here a n t  a t  t h e  same time our fo re ign  a i d  made more effect ive."  

lsThis i n v e s t i g a t i o n  i n  the  f i e l d  of Mutual Secur i ty  was u d e r -  
taken," it f u r t h e r  po in t s  out,  " i n  response .to the  spec ia l  wish of c e r t a i n  
Congressional members of  t h e  Cormnission.~ 

"A new method of o r g m i z a t i o n  m u s t  be found," t h e  Corn-is s ion  
a s s e r t s ,  "which w i l l  continue c e r t a i n  e s s e n t i a l  serv ices ,  s impl i fy  o the r s  
and reduce Government expenli tures.  A t  t h e  s a m  time we seek t o  provide 
a program which K i l l  s t rengthen t h e  countpies of t h e  Free World m i l i t a r i l y  
and economically, thereby sus ta in ing t h e  s e c u r i t y  of t h e  United S t a t e s  and 
making ava i l ab le  t o  t h e  ullderdeveloped countr ies  of the  wmld t h e  b e n e f i t s  
of t h e  technological advances enjoyed by t h e  people of t h e  United States." 

9SJe r e a l t ~ e , ~ ~  t h e  Commission says, " t h a t  some of the money 
spen t  on t h i s  program i n  the p a s t  has been spent  unwisely and t h a t  i n  some 
cases t h e  taxpayers have n o t  received f u l l  value f o r  the5.r money. We 
bel ieve  t h a t  t h e  recomndaf3  ons f o r  e l iminat ing  t h e  dup l i ca t ion  of s t a f f s  
and overlapping programs, together  with adherence t o  t h e  b a s i c  p r i n c i p l e s  
contained i n  t h i s  r e p o r t  which should govern t h e  conduct of our mutual 
s e c u r i t y  program, w i l l  r e s u l t  i n  s u b s t a n t i a l  savings i n  t h e  amount of 
money requi red  t o  meet our .needs i n  making t h e  F m e  World strongw. 

The Comiss ion draws a t t e n t i o n  b i t s  Task Force 's  e s t i m t e  
t h a t  i f  its r e c o m r d s t i o n s  a r e  adopted a t  l e a s t  $360,800,000 annually 
could be saved "without pre,judice t o  t h e  objec t ives  of t h e s e  programsm. 



The Presidsnt ,  by Executive Order o f  May 8, t r a n s f e r r e d  t h e  
Di rec t  M i l i t a r y  Ass is tance  funct ions  e n t i r e l y  t o  t h e  Department of  
Defense, and  t h e  Commission p o i n t s  o u t  t h a t  " the re  a r e  some o ther  
func t ions  of d i r e c t  m i l i t a r y  a i d  c h a r a c t e r  which should be analyzed t o  
determine if t h e y  should not  a l s o  be delegatgcll8 t o  this Departnent,  

Af t e r  enumerating t h e  various s t e p s  b5 which t h e  Pres ident  
has proposed t h a t  t h e  I n t e r n a t  i o m l  Cooperation Adnrinistration s h a l l  
r ep lace  t h e  Foreign Operations Administrat ion i n  t h e  f o r e i g n  a i d  f i e l d ,  
t h e  Commission recornends f u r t h e r  methods h i c h  it "bel ieves  would be 
cons t ruc t ive  i n  such reorganizat ion."  

The n u m b e r  o m  recommendation of t h e  C o ~ s s i o n  i s  : 

That t h e  Sec re t a ry  of S ta t e ,  through t h e  Direc tor  of t he  I n t e r -  
na t iona l  Cooperation Adninis t ra t ion ,  m i n t a i n  s t r o n g  con t ro l  of t h e  
func t ion  of developixg p o l i c i e s  and o b j e c t i v e s  governing non-military 
f o r e i g n  a i d  programs; and wherever advantageous and economical t o  do so, 
he make f u l l  use of t h e  s t a f f s  and f a c i l i t i e s  of t h e  va r ious  d e p a r t m n t s  
ahd agencies  of Government on a reimbursable b a s i s  t o  perform a c t i v i t i e s  
i n  connection ~ 5 t h  t h e s e  programs. A t  t h e  same time, he should in spec t  
opera t ions  t o  i n s u r e  complete adherence t o  t h e  p o l i c i e s  and ob jec t ives  
as def ined  by him, 

That t h e  D i r e c t o ~  of t h e  I n t e r n a t i o n a l  Cooperation Admimst ra t ion  
should be respons ib le  .for t h e  p repa ra t ion  of t h e  budget a d  t h e  account- 
ability of all f i n d s  f o r  non-military f o r e i g n  a i d  programs which should  
be appropr ia ted  t o  and experded by t h e  Depar tmnt  of S t a t e ,  and should 
r e p o r t  t o  t h e  Congress t h e  expenditures  made, 

That t h e  d i f f e r e n t  agencies  in  mny cases w i l l  be a b l e  to d i s -  
charge t h e i r  d u t i e s  fYom t n e i r  present  staffs, b u t  if t h e y  should r e q u i r e  
a d d i t i o n a l  s t a f f ,  they should be  f r e e  to ob ta in  it from a n y  q u a r t e r .  

That t h e  overseas non-military personnel  of United S t a t e s  agencies  
be sub jec t  t o  t h e  l i n e  a u t h o r i t y  and d i r e c t i o n  of t h e  United S t a t e s  
Chief of Diplomatic IJ iss ion i n  each country. 

The condi t ion  prompting t h e  s e c t i o n  of t h e  recommendation 
r e l a t i n g  t o  personnel .is discussed  by t h e  Commission, which p o i n t s  out  
t h a t  the  departments t o  which fo re ign  a i d  d u t i e s  would be de legated  
a l ready have s t a f f s  abroad. nVarious d e p a r t m n t s  ard agencies,  such as 
t h e  Foreign Operations Administration, United S t a t e s  I n f o r m t i o n  Agency and 



Department of Agr icu l tu reYn  the Commission s a y s ,  "send personnel over- 
s e a s  under personnel  systems outs ide  of the regular  Foreign Service ,  
assigned t o  f i e l d  missions operated independently of  t h e  embassies, 
and headed by high ranking o f f i c e r s  not subject  t o  the  l i n e  a u t h o r i t y  
o r  d i r e c t i o n  of  the U. S. Chief of Diplomatic Mission i n  each country.  

"As  a consequence, the United S t a t e s  f r equen t ly  speaks wi th  
numerous, o f t en  c o n f l i c t i n g  voices ;  i t s  r ep resen ta t ives  can be played 
o f f  one agains t  t he  otherby fo re ign  o f f i c i a l s ,  and i t s  manifold po l i -  
c i e s  and programs c a n k  misconstrued, Remedial measures i n  the  in -  
t e r e s t  of e f f i c i e n c y  and economy and t o  s t r eng then  the p o s i t i o n  of 
our Chief of Diplomatic Mission i n  each country should provide f o r  
the  assignment of  overseas personnel  of a l l  United S t a t e s  agencies 
(except t h e  m i l i t a r y )  under a s i n g l e  uni f ied  f o r e i g n  s e r v i c e  system, 
and f o r  the  coordinat ion of a l l  s epa ra te  f i e l d  missions andaoverseas 
personnel of t h e s e  agencies i n t o  t h e  r egu la r  o rgan iza t iona l  u n i t s  of 
the embassy, subjec t  t o  t h e  a u t h o r i t y  and con t ro l  of the Ambassador 
o r  Kinis ter . "  

me  Commission, while convinced t h a t  economic a s s i s t ance  must 
be continued t o  "ce r t a in  f r e e  count r ies  of  the world i n  order  t o  secure 
the maximum m i l i t a r y  s e c u r i t y  f o r  ourselves and t o  take  our p a r t  i n  the 
advance of the l i v i n g  s tandards  of the f r e e  world,11 a s s e r t s  t h a t  this 
does not meanN t h a t  the taxpayer 's  money should be spend without regard 
t o  rece iv ing  f u l l  value f o r  the money spent.  " 7he Commission urges cer-  
t a i n  p r i n c i p l e s  i n  the  conduct of fo re ign  economic a id  which, i t  says, 
"would bring both more e f fec t iveness  and a s u b s t a n t i a l  reduction of ex- 
penditures.  '' 

?he Commission l a y s  down the  following broad p r i n c i p l e s  a s  
guides t o  fore ign  a id  programs : 

" I n d u s t r i a l  project ,s  should not be undertaken i n  coun t r i e s  
which do not  a l ready have an i n d u s t r i a l  background. I n  these  count r ies  
the re  i s  l i + , t l e  l o c a l  c a p i t a l  ava i l ab le  f o r  p a r t i c i p a t i o n  and the  v a s t  
background of t r a n s p o r t ,  marketing, t e c h n i c a l  and executive s k i l l s  i s  
lacking.  Large i n d u s t r i a l  p r o j e c t s  cannot succeed against t h i s  back- 
ground and i n  any event cannot a f f e c t  the s tandard of l i v i n g  f o r  many 
yea r s  t o  come. Such ~ r o j e c t s  a r e  not  the  answer t o  unemplojment. 
American i n d u s t r i a l  experience shows t.hat i n  l a r g e  manufacturing t h e  



c a p i t a l  investmant of $100,000,000, c r  even more, i s  r equ i red  t o  pro- 
vide 10,000 jobs. 

Y n  t,he sPsian-b f r i c a n  Arc, wi th  the  poss ib le  e x c e ~ t ~ i o n  of 
Japan, no manufacturing o r  l a r p e  i n d u s t , r i a l  development p r o j e c t s  
should be undertaken and i n d u s t r i a l  e i d  should be confined t o  small  
i n d u s t r i e s .  

nA r ecen t  r epor t  of the United Nations s t a t e s  as t o  i n -  
d u s t r i a l l y  undeveloped count r ies :  

""lhere a r e  numerous examples of count r ies  embarking 
upon ambitious p r o j e c t s  on the  h a s i s  of no more than t he  
genera l  d e s i r e  t o  i n d u s t r i a l i z e  and wi th  a s ton i sh ing ly  
inadequate information concerning a l l  the r e l evan t  tech- 
n i c a l ,  s o c i a l ,  and economic da ta  upon which success of the  
p ro jec t  so gre? t* ly  depends. 

"Tie most valuable cont r ibut ion  t o  world economic s t a b i l i t y  
can be made by improvement of small  manufacturing i n d u s t r i e s  i n  non- 
i n d u s t r i a l i z e d  count r ies .  

"The fundamental need of many of the  count r ies  i n  t h e  'Asian- 
African a r c t  i s  increased food supplies .  'herefore ,  sound i r r i g a t i o n  
p r o j e c t s  and the  in t roduct ion  of improved a g r i c u l t u r a l  methods a r e  
j u s t i f i c a t i o n  f o r  United S t a t e s  a id  progrzms. 

!'The f i n a n c i n g  of fore ign  development p r o j e c t s  by the  United 
S t a t e s  has been i n  four forms: ( a )  loans  t o  Governments; (b)  loans  t o  
p r i v a t e  i n d u s t r i e s ;  ( c )  grant,s o r  con t r ibu t ions  t o  Governments o r  p r i -  
v a t e  development p ro jec t s ;  and (d l  g r a n t s  and loans  tao in t e rna l , iona l  
organizat ions.  

f17he Mutual Secur i ty  Act of 19% provided t h a t  fore ign  a i d  
should be extended more l a r g e l y  i n  the form of loans and t h a t  the  
Export-Import Bank should make and administer such loans  upon the  
d i r e c t i o n  by the Foreign Operations Administration. 

Making loans t o  coun t r i e s  t o  support t h e i r  defense,  which 
they cannot repay, only  c rea te s  fu tu re  d i f f i c u l t i e s  and misleads t h e  
American taxpayers,  ::s they  a re  not a  recoverable a s s e t .  W e r e  t h e r e  
i s  no prospect of repayment, ou t r igh t   rants should be made, and they  
can be b e t t e r  contro:Lled ." 

The Corr~nission submits a  separa te  recornmendation regarding 
the funct ions  of  the  Export-Import Bank i n  fo re ign  a i d .  "This bank," 
i t  po in t s  ou t ,  'Inow i n v e s t i g a t e s  and nego t i a t e s  loans  t o  f o r e i g n  govern- 
ments and f o r e i g n  e n t e r p r i s e s  f o r  development of  i n d u s t r i a l  and 



natura l  resources on i t s  o m  responsibi l i ty .  It has made loans a s  f i s c a l  
agent f o r  t he  Foreign Operations Administration. It has e f fec t ive  and 
experienced s t a f f  f o r  such purposes. This Bank i s  a l so  i n  a posit ion 
best  t o  cooperate with t h e  International Bank f o r  Reconstruction and De- 
velopment t o  t h e  r e l i e f  of much of t h i s  burden upon t h e  United States .  It 
a l so  i s  i n  a posit ion t o  review properly a l l  proposed loans for  economfc 
a id  t o  determine whether o r  not the  proposed projects  a r e  susceptible of 
pr ivate  investment--in other words, whether they a r e  bankable  project^.^ 

" A l l  loans, where there  i s  assurance of repayment f o r  indus- 
t r i a l  and na tura l  resource development, whether t o  p r iva te  i n s t i t u t i ons  
or  governments," should, t h e  Commission says, "be negotiated and roanaged 
by the  Export-Import Bank." The Commission a l so  proposes t h a t  t h e  Invest- 
ment Guarantee Program, under which t he  Foreign Operations Administration, 
subject t o  ce r ta in  conditions, guarantees t h e  investments of Americans i n  
new enterpr ises  abroad or  i n  t he  expansion, modernizatfon and develop- 
ment of exis t ing enterpr ises ,  be delegated t o  t he  Export-Import Bank. 

The Commission found t h a t  the  "or iginal  r e l a t i ve ly  modest con- 
cepts of t he  Point IV programs of technical  cooperation have been enor- 
mously expanded." The a c t i v i t i e s  now cover not only nfmparting American 
indus t r i a l  training, '  t h e  C:onmission says, "but a l s o  furnishing profes- 
sors  t o  un ivers i t i es ,  bringing large numbers of persons t o  t h e  United 
States  f o r  i ndus t r i a l  and professional t r a in ing  (of ten short-term v is i -  
t o r s ) ,  labor re la t ions ,  agr icul ture ,  commerce, trade,  public administra- 
t ion,  even including a id  t o  so highly developed a nation a s  The Nether- 
lands in l s o c i a l  psycholcgyt and 'human re la t ions  practice. '  

"%is service i s  not only over-expanded, but dupl icates  pos- 
s i b l e  services  i n  thSs f i e l d  by other Eepartments of t he  Government. Its 
organizational concept needs complete reorganization. It f s  dfvfded i n t o  
a multitude of projects  (probably more than 2,000) and i s  spread over more 
than 55 countries and overseas t e r r i t o r i e s .  

"Pract ical ly  a l l  nations have e f fec t ive  unfvers i t iea  and colleges 
turning out t ra ined technicians. Real technical  advancement i n  backward 
countries should be b u i l t  upon t h e i r  own technicians whose l i v e s  w i l l  be 
spent i n  these  countries. In order t o  do t h i s ,  technical  ass is tance i n  
a l l  countri  e s  should be b u i l t  by creating (where requested and needed) 
technical  un i t s  of nat ive  personnel f o r  t he  development of each f i e l d  
of health,  agr icu l tu re  and indus t r ia l  advancement on a naticnwide basis 
t o  which t he  United S ta tes  should contribute American personnel and fin- 
anc ia l  aid. These contributfons should be i n  diminishing amounts an- 
nually," 



MANSFIELD RECO~lENDATIONS ON A I D  PROGRAM I N  INDOCHINA 

October 6, 1955 

I n  a report, r e l ea sed  t o  t h e  publ ic  on October 6, 1955, Sen. 
Mansfield (D-Mont., Chairman of t h e  Foreign Rela t ions  Subcommittee 
on Technical Assis tance Programs) d iscussed  events s ince  his visit  
t o  t h e  Associated S t a t e s  i n  1954 and c a l l e d  f o r  a c a r e f u l  review of 
t h e  ex t en t  and na tu re  of our a s s i s t a n c e  programs i n  those  count r ies .  

Vie t  Nam: Sen. Mansfield noted t h a t ,  f o r  t h e  f i r s t  t ime, t h e r e  now 
exists i n  t h e  Diem government a genuine a l t e r n a t i v e  t o  t h e  authoriza-  
t i o n  regime of Ho Chi hlinh. He s a i d  t h a t ,  i n  cons t ruc t ing  a f r e e  
na t ion ,  t h e  Diem regime must among o the r  t h ings  reduce r e l i a n c e  on 
f o r e i g n  a i d  a s  r a p i d l y  a s  poss ib l e  by vigorous measures of self-help.  
General ly  support ing United S t a t e s  p o l i c i e s  over  t h e  p a s t  year ,  he 
concluded t h a t  t h e  only major readjustment  may be t h e  d e s i r a . b i l i t y  
of conducting a genera l  review of our  a i d  program there .  

... The program, u n t i l  now, has been conducted on an  urgent ,  
o r  what i s  sometimes euphemis t ica l ly  termed a c r a sh  bas i s .  
The anx ie ty  t o  do something i n  Vie t  Nam i n  t h e  c r i s e s  i n  
t he  pas t  has undoubtedly r e s u l t e d  i n  a haphazard, was tefu l ,  
and i n e f f e c t i v e  d e v e l o p e n t  of t h e  

- - 

I recommend, t he re fo re ,  t h a t  t h e  execut ive  branch g ive  
cons idera t ion  t o  an exchange of s p e c i a l  missions with t h e  
Vietnamese Government o r  t o  t h e  appointment of a s p e c i a l  
m o u ~  a lone  t h e  l i n e s  of  t he  Be l l  Mission t o  t h e  P h i l i m i n e s  
- - 

i n  1950. t o  survey t h e  ~ r e s e n t  economic d i f f i c u l t i e s  i n  
Vie t  N a m  and t h e  func t ions  of t h e  a i d  oroaram wi th  r e s ~ e c t  
there to .  The p r i n c i p a l  purposes of a review of this kind 
would be twofold: ( 1 )  To speed t h e  economic recovery and 
developnent of South V i e t  Nam by more e f f e c t i v e  and coordi- 
nated use  of American a s s i s t a n c e ;  and ( 2 )  t o  redes ign  t h e  
a i d  program wi th  a view t o  c r e a t i n g  over  a s e t  period of 
time a s e l f - sus t a in ing  Vie t  Nam f r e e  from f u r t h e r  d i r e c t  
r e l i a n c e  on United S t a t e s  a s s i s t ance .  

Cambodia: The Senator s t r e s s e d  that no amount of f o r e i g n  a i d  can 
develop t h e  army t o  t h e  poin t  where it might o f f e r  anything more than  
an  i n i t i a l  r e s i s t a n c e  t o  a massive Communist invas ion  from t h e  north.  
This observa t ion  merely expresses  t h e  r e a l i t i e s  confront ing Cambodia 
and t h e  o ther  small  southeas t  Asian s t a t e s .  Defense a g a i n s t  a mas- 
s i v e  a t t a c k  can be achieved only i n  concer t  wi th  o the r s .  He s t a t e d  
t h a t  t h e  U.S. a i d  programs, i f  properly administered,  could be h e l p f u l  
i n  modernizing Cambodials economy and army and could be of l a s t i n g  
mutual b e n e f i t  t o  both countr ies .  



... I t - seems t o  m e  e s s e n t i a l ,  however, t o  emphasize that 
unless  g rea t  caut ion and r e s t r a i n t  i s  exercised i n  admin- 
i s t e r i n g  America.n a s s i s t a n c e  it w i l l  produce not  only an 
inexcusable waste of American funds bu t  se r ious  disloca-  
t i o n s  i n  Cambodia. Aid can a c t  t o  t h e  b e n e f i t  of our re- 
l a t i o n s  with tha-t country but  it can a l s o  a c t  t o  t h e i r  
detr iment;  it depends on how the  program i s  handled. The 
~ r o b l e m  i s  a d i f : f i c u l t  one f o r  we have few ava i l ab le  o f f i -  
c i a l s  with knowledge of Cambodia and none who i s  c o m ~ e t e n t  
- -- - 

i n  t h e  language. I recommend that t h e  executive branch re- 
view c a r e f u l l y  t h e  extent  and na ture  of a l l  our  a c t i v i t v  " " 

i n  Cambodia. It has grown r a p i d l y  i n  t h e  pas t  year ,  a s  
has t h e  number of o f f i c i a l  Americans i n  Cambodia, and 
s i z e  i n  e i t h e r  case  i s  not  t h e  measure of what bes t  serves  
this n a t i o n ' s  i n t e r e s t s .  

Laos: Successful  r e s i s t a n c e  t o  a  major Asian Communist d r i v e  i n t o  
southeas t  Asia over t h e  Laotian invas ion  routes  could not  be car- 
r i e d  on by Laos alone,  Sen. Mansfield pointed out ,  regardless  of 
how much ma te r i a l  a s s i s t a n c e  "may be poured i n t o  t h e  country." It 
w i l l  depend on t h e  concerted wi l l ingness  t o  support  t h e  independence 
of Laos by na t ions  with i n t e r e s t s  i n  t h e  region. He f e l t  t h a t  m i l i -  
t a r y  a i d  p o l i c i e s  seeking t o  do more than  bulwark t h e  s e c u r i t y  f o r c e s  t o  a  
poin t  where they can cope with armed minor i t i e s  and s t o p  occasional  
border s a l l i e s  a r e  h ighly  u n r e a l i s t i c .  Likewise, jleconomic a i d  pro- 
grams which at tempt t o  move an anc ien t  pas to ra l  country overnight  
from t h e  age of t h e  oxca r t  t o  t h a t  of t h e  a i rp lane ,  a r e  equal ly  urr- 
sound t o  say  t h e  l e a s t , "  he s t a t ed .  He bel ieved t h a t  i n  at tempting 
t o  do too much inca lcu lab le  harm can be done and noted that t h e r e  
has been an enormous inc rease  i n  United S t a t e s  a c t i v i t y  and i n  t h e  
s i z e  of t h e  mission during t h e  pas t  year .  

Accordingly, I recommend t h a t  t h e  executive branch, a s  
i n  t h e  case of Cambodia. review t h e  ex ten t  of our 
a c t i v i t y  i n  Laos and t h e  s i z e  of t h e  mission wi th  a  
view t o  keep in^ both wi th in  t h e  realm of  t h e  reasonable. 



TECHNICAL ASSISTANCE -- I N  THE 
FAR EAST, SOUTS ASIA, AID MDDm EAST -- -- - 

Report of 
Senatcr  Theodore F ranc i s  Green 

on a Study Mission 

January 13, 1956 

The t echn ica l  a s s i s t ance  programs of t h e  U.S. i n  t h e  Far East,  South Asia, and 
t h e  Middle Eas t  have beer1 non the  whole.... . .well worthwhile from t h e  po in t  of 
view of the  na t iona l  i n t e r e s t s  of t h e  United S ta t e s . "  This i s  t h e  major 
conclusion - of a seven-week study mission f r o m  September t o  November 1955 - 
on t e c h n i c a l  a s s i s t ance  programs undertaken by Senator  Theodore Green (D.,  
Rhode Is land) ,  Chairman of t h e  Subcommittee on Near Eas te rn  and African A f f a i r s  
and member of the  Subcommittee on Technical Assistance Programs. Supplementing 
t h i s  conclusion is  t h e  observat ion  t h a t  while t h e s e  t echn ica l  a s s i s t a n c e  
programs are " i n  t h e  main t echn ica l ly  e f fec t ive . .  . .fihex7 a r e  handicapped by 
inadequate planning, l a c k  of c l e a r l y  defined ob jec t ives ,  and unresolved 
dilemmas of over-a l l  American policy." 

Senator Greents repor t ,  re leased  January 13, and based on a s tudy  of t e c h n i c a l  
a s s i s t ance  and r e l a t e d  programs i n  Japan, Taiwan, Vietnam, Cambodia, Thailand, 
Pakistan, India ,  I raq,  I ran ,  Egypt, and I s r a e l ,  s t a t e s  t h a t  these  a reas  a r e  
charac ter ized  by ( 1 )  "an extreme nat ional ism p a r t i c u l a r l y  resentment of real. 
o r  fancied at.tempts a t  ou t s ide  in t e r fe rence ; "  ( 2 )  "a l a c k  of well-developed 
po l i t i . ca l  i n s t i t u t i o n s  wi th  a consequent r e l i a n c e  on government by ind iv idua l  
p e r s o n a l i t i e s ;  a d  (3)  "a l ack  of admin i s t r a t ive  experience and of t r a i n e d  
c i v i l  servants ."  

Problem of Technical Assistance - I1If t echn ica l  a s s i s t ance  i s  to l ead  t o  
economic development," the  r epor t  s t a t e s ,  "and if economic development i n  t u r n  
i s  t o  l e a d  t o  t h e  growth of f r e e  i n s t i t u t i o n s ,  then  t h e  process must be 
accompanied by s o c i a l  changes. The wi l l ingness  of an underdeveloped country 
t 3  adapt i t s e l f  t o  these  changes and even t o  encourage them i s  a key t e s t  of 
whether o r  not American t echn ica l  a s s i s t a n c e  w i l l  produce t h e  des i red  r e s u l t s .  ..... Unless t h e  pure t e c h n i c a l  a s s i s t a n c e  i s  undergirded by a program of land 
reform, t h e  b e n e f i t s  of increased production a r e  l i k e l y  t o  go more t o  the  
landlord  than  to the  peasant..... We have too o f t e n  measured se l f -he lp  i n  
terms of  l o c a l  government con t r ibu t ions  i n  cash o r  i n  kind t o  s p e c i f i c   project^.'^ 

The Senator  observed !'many ins tances  of poor ove r -a l l  planning, f a u l t y  s e l e c t i o n  
of pro jec ts ,  and inadequate adminis t ra t ive  follow-up." The repor t  mentions, f o r  



example, U.S. c o n t r i b u t i o n s  t o  a f i n e  arts  s choo l  i n  Vietnam and observes  t h a t  
t h i s  p r o j e c t  "has o n l y  t h e  r emo te s t  r e l a t i o n s h i p  t o  economic development." H i s  
conc lus ion ,  from t h i s  and Itsimilar examplesu i s  t h a t  perhaps " t h l  t e c h n i c a l  
a s s i s t a n c e  program has  f r e q u e n t l y  t r i e d  t o  do t o o  much and t oo  f a s t  and has  
o u t r u n  t h e  a d m i n i s t r a t i v e  o r g a n i z a t i o n  of both I C I  and t h e  coopera;ing govern- 
ment." The b a s i c  d i f f i c u l t y ,  t h e  r e p o r t  s t r e s s e d ,  i s  t h a t  t h e  U.S. i s  t r y i n g  
t o  do a  long-term job on a shor t - t e rm basis. 

I n  gene ra l ,  t h e  r e p o r t  con t inues ,  t h e  t e c h n i c a l  a s s i s t a n c e  program "would be  
improved by a more r i go rous  s c r een ing  of p r o j e c t s  w i th  more emphasis g iven  t o  
t r a i n i n g  people  and l e s s  emphasis g iven  t o  supp ly ing  equipment." The tendency  
of underdeveloped nat i -ons  t o  emphasize t h i n g s  r a t h e r  t han  p e o ~ l e  and t o  t r a i n ,  
f o r  example, eng inee r s  when mechanics a r e  needed, should be o f f s e t  as much as 
pos s ib l e  by U.S. adv ice  and gui-dance. 

Con t r ac t s  w i t h  u n i v e r s i t i - e s  and p h i l a n t h m p i c  o r g a n i z a t i o n s  a r e  p r z i s e d  by t h e  
r e a o r t ,  bu t  r ega rd ing  c o n t r a c t s  w i th  p r i -va te  bus ine s s  f i rms ,  Sena to r  Green 
s a id :  l1 there  is  abundant evidence. .  . . . t h a t  t h e s e  c o n t r a c t s  a r e  t o o  o f t e n  used 
a s  a  means o f  r e c ru i tmen t  and a s  a  means t o  b reak  down Government s a l a r y  
c e i l i n g s .  The n e t  r e s u l t  i s  t h a t  I C A  h i r e s  an  o u t s i d e  f i r m  t o  do i t s  r e c r u i t i n g  
and pays, no t  o n l y  t h e  h i g h e r  s a l a r i e s  o f  p r i v a t e  bus ine s s ,  b u t  a l s o  a f e e  t o  
t h a  c o n t r a c t o r  f o r  h i s  r e c r u i t i n g  s e rv i ce . "  The most a p p r o p r i a t e  use of such 
c o n t r a c t s  wculd "seem t o  be  f o r  major c o n s t r u c t i o n  under tak ings  which a r e  
f i nanced  by economic a s s i s t a n c e ,  r a t h e r  t han  t e c h n i c a l  a s s i s t a n c e  funds,  
a l though t h e y  a l s o  have c e r t a i n  advantages  i n  c a r r y i n g  o u t  s p e c i f i c ,  l i m i t e d  
t e c h n i c a l  a s s i s t a n c e  p ro  ject ,s  which call be accomplished i n  a few months ." 
Re1a t i onsh i . p~  between U.N. and U.S. t e c h n i c a l  a s s i s t a n c e  programs I1seemed to be 
good and g e t t i n g  even b e t t e r , ' \  and t h e  nex t  l o g i c a l  s t e p  would be to e s t a b l i s h  
p rocedures  "which would i n s u r e ,  no t  s imply  t h a t  both programs d i d  n 3 t  do t h e  
s u n =  t h i n g ,  b u t  t h a t  one program did do t h e  nece s sa ry  ~ h i n g .  'I However, " t he  
t r i p  l e f t  t h e  g e n e r a l  impress ion  t h a t  t h e  U.N. t e c h n l c a l  a s s i s t a n c e  program 
produces  more p e r  d o l l a r  expended t han  does  t h e  b i l a t e r a l  program of  t h e  C.S." 
ItThe e x p l a n a t i o n  may be,'! t h e  r e p o r t  sugges t s ,  " t h a t  t h e  ?:.ti. has  l e s s  money 
and s e l e c t s  bo th  i t s  p r o j e c t s  and i t s  personne l  more c a r e f u l l y . "  

T h e  Sovie t  Economic Offens ive  - The stepped-up S o v i e t  economi~c and c u l t u r a l  
o f f e n s i v e  i s  p l a i n l y  evident- tqalmost  everywhere i n  t h e  area ."  It  should n o t  be  
co?s;.dered a  b l u f f  o r  t h e  occa s ion  fcr panic ,  t h e  r e p o r t  s t a t e s .  "It c a l l s ,  
perhaps ,  f o r  a somewhat more generous a t t i t a d e  i n  r ega rd  t o  l o a n s  f o r  s o e c i f i c ,  
econ3mica l ly  sound p ro j ec t s . .  .and f o r  a more l i b e r a l  t r a d e  p o l i c y  on o c r  pa r t . .  . 
. . bu t  does  not  c a l l  f o r  d r a s . t i c a l l y  a l t e r i n g  t h e  b a s i c  n a t u r e  o r  scope of o u r  
f o r e i g n  a i d  proqram." I n  s p i t e  of t h e  exc i tement  caused i n  t h e s e  c o u n t r i e s  by 
t'n? Sov i e t  a j .d  t a l k s ,  "most Asian goverrments would p robab ly  r a t h e r  have h e l p  
f r3n t h e  O.S. and from W e s t e ~ n  Europe t han  from t h e  S o v i e t  bloc." 

The Country Programs 

J a ~ a n  - IP Japan, where a lmos t  two- th i rds  of US/TA i s  going i n t o  i n d u s t r i a l  
p roduc ; t iv i ty  p r o j e c t s ,  t h i s  program "shoilld be  admin i s t e r ed  w i th  extreme c a r e  



t o  i n s u r e  t h a t  t h e  f r u i t s  o f  product? ' .vity a r e  e q u i t a b l y  d i s t r i b u t e d  and t h a t  
t h e  program does  n o t  r e s u l t  i n  t h e  r i c h  g e t t i n g  r i c h e r  whi le  t h e  poor  s t a y  
poor.t1 

Taiwan - Technica l  a s s i s t a n c e  i n  Taiwan is p rog re s s ing  we l l ,  a cco rd ing  t o  
t h e  r e p o r t ,  but, o t h e r  U.S. a s s i s t a n c e  p ropams  t h e r e  should be r eapp ra i s ed  
because " d e s p i t e  t h e  enormous iunerican expendi tures . .  . .we have not  y e t  reached 
agreement a s  t c  whether o u r  o b j e c t i v e  i s  t o  make t h e  i s l a n d  a v i a b l e  economic 
e n t i t y  i n  i t s e l f  o r  t o  gene ra t e  t h e  m i l i t a r y  s t r e n g t h  f o r  a r e t u r n  of t h e  
C'ni nese  I l a t i o n a l i s t  Zovernment t o  t h e  ma? n1and.I' F u r t h e r  economic p rog re s s  
"is h igh ly  doubt fu l"  u n t i l  t h e  V.S. and Chinese Governments ag r ee  on t h e  f u t u r e  
cf Formosa. "This would seem t o  be  one a r e a  i n  which t h e  United S t a t e s  could 
w e l l  adopt  a  cons ide r ab ly  tougher  a t t i t u d e  j n  t h e  a d m i n i s t r a t i o n  oi' i t s  a i d  
pro 2rarrl.s. 

Vietnam - The c r a sh  b a s i s  f o r  Vietnamese programs w i th  r e s u l t a c t  " l nadequs t e  
planning" perhaps  can  be r e d a c e d  now, t h e  r e p o r t  sugges t s ,  w i th  c a r e f u l  r e -  
a p p r a i s a l  t o  r e d i r e c t  t h e  t e c h n i c a l  a s s i s t a n c e  program i n t o  "ba s i c  long-range 
p r o j e c t s  which w i l l  make a l a s t i - n g  c o n t r i b u t i o n N  t o  Vietnam. 

Thai land - I n  That land,  t h e  most impor tan t  s t e p  " t o  c r e a t e  a  more f a v o r a b l e  
a t m ~ s > h e r e  f o r  economic development.. . .would be t h e  b reak ing  up of monopolies 
c o n t r o l l e d  e i t h e r  by  t h e  Government o r  by  persons  cl .ose t o  t h e  Governmentn i n  
o r d e r  t o  h e l p  " t he  coun t ry  g e n e r a l l y  i n s t e a d  of a  p r i v i l e g e d  few." On t h e  
Dalznce, t h e  r e p o r t  s t a t e s ,  " t he  s u c c e s s f u l  t e c h n i c a l  a s s i s t a n c e  p r o j e c t s  o v e r  
t h e  l a s t  f i v e  y e a r s  p robab ly  outweigh t h e  f a i l u r e s , "  a l though  before  FY 1955 
t h e  program had t o o  heavy an emphasj.s on s u p p l i e s  and equipment i n s t e a d  of  
people.  

Pak i s t an  - P a k i s t a n  proprams, hampered i n  t h e  p a s t  by  a H d e a r t h  o f  r e a l l y  
capab le  personne l"  a s s i gned  t o  t L e  Enbassy and USOM, and "an  i n o r d i n a t e  amount 
of n e g l e c t  from t h e  S t a t e  Department," t h e  r e p o r t  a s s e r t s ,  should be r e -  
examined and r eo rgan i zed  "on t h e  b a s i s  of long- term o r  a t  l e a s t  medium-ten 
( s a y  f i v e - y e a r )  p lann ing ."  I n  t h e  p a s t ,  s upp ly  o f  material, equipment, and 
c o m o d i t i e s ,  has  o f t e n  y o t t e n  ahead of t h e  a d m i n i s t r a t i v e  c a p a c i t i e s  of bo th  
t h e  P a k i s t a n  Government and t h e  U S M  and was t e  has  occur red .  !'If p o l i t i c a l  
c o n s i d e r a t i o n s  d i c t a t e  con t inuance  of  economic ai-d t o  P a k i s t a n  a t  any th ing  
approachlng r ecen t  l e v e l s ,  t h e  United S t a t e s  should i n s i s t  on  a  much g r e a t e r  
a&innis t r a t  i v e  r o l e  f o r  Americans, and t h e  Americans should  r e c e i v e  more 
suppo r t  f r o m  Washington t h a n  has  always been t h e  c a s e  i n  t h e  past ."  

I n d i a  - "Few American-aid programs o u t s i d e  Europe....have been more s u c c e s s f u l N  
t h a n  C.S. a s s i s t a m e  t o  I n d i a ,  which Ifhas been dove t a i l ed t t  i n t o  t h e  wel l -planned 
I n d i a n  development program. The S e n a t o r  recomnends t h a t  t h e  U.S. g i ve  I n d i a  
t h e  a i d  r equ i r ed  t o  make t h e  second I n d i a  f i v e - y e a r  p l a n  a success .  I1Assuming 
t h a t  it r a n  as h igh  as $200 m i l l i o n  a  y e a r  o v e r  t h e  nex t  f i v e  y e a r s  (and t h a t  
i s  c e r t a i n l y  exagge ra t i ng  t h e  need) ,  i t  would s t i l l  be  l e s s  t h a n  o u r  t o t a l  
progran i n  Korea and Formosa, and t h e  377 m i l l i o n  people  i n  I n d i a  have a g r e a t  
d e a l  more t o  s a y  about  t h e  f u t u r e  of Asia t h a n  w i l l  t h e  22 m i l l i o n  people  of 
Korea o r  t h e  1 0  m i l l i o n  o f  Formosa,lt h e  noted.  



- I n  view of t h e  f a c t  t h a t  I r a q ' s  own e f f o r t s  a t  economic development 
a r e  "very considerable ,"  t he  Senator  i s  d i s tu rbed  a t  what he terms "a tendency 
f o r  t h e  American program t o  grow and d i spe r se  i t s e l f  r a t h e r  widely. A s l i g h t  
reduct ion  i n  1957 might we l l  b e n e f i t  t h e  program through f o r c i n g  a  t i g h t e n i n g  
of ob jec t ives  and inc reas ing  a  wi l l ingness  t o  l e t  I r aq  pay f o r  t h e  se rv i ces  
which it knows it needs, while we concent ra te  our  otm e f f o r t s  i n  f i e l d s  where 
t h e  need i s  not so apparent t o  I raq ."  

I r a n  - Although o i l  revenues "have not y e t  reached a  suf r i c i e n t  volume t o  - 
make I r a n  wholly dependent of o u t s i d e  f i n a n c t a l  a s s i s t a n c e ,  t h e  time has come 
t o  begin a  reduct ion  i n  American a i d , "  t h e  Senator beli-eves. 

Egypt - Economic a i d  program funds f o r  Egypt have beer1 used too  slowly, t h e  
Senator  be l ieves .  He poin ts  o u t  t h a t  s ince  1951, a  " t o t a l  of $59 m i l l i o n  has 
been a l l o c a t e d  f o r  Egypt., bu t  o n l y  $7 m i l l i o n  of t h i s  has been spent.It Further ,  
he s t a t e s ,  " the  funds which have been spent  appear t o  have been too  widely 
d ispersed  without b e n e f i t  of c l e a r  planning o r  p rec i se  object ives .I t  While 
t h e  economic s i t u a t i o n  i n  Egypt "may requi re  somewhat more a s s i s t a n c e  than  the  
Cnited S t a t e s  has ye t  made ava i l ab l e , "  of perhaps even "g rea t e r  importance.... 
i s  a  c l e a r  s ta tement  of po l icy  from the  United S t a t e s  about t h e  d i s p o s i t i o n  of 
su rp lus  American cotton." 

I s r a e l  - I n  I s r a e l ,  "one cannot f a j . 1  t o  be impressed by t h e  good use t o  which 
s u b s t a n t i a l  American a id  has been put." The Senator  be l i eves  t h a t  t h e  t r end  t o  
reduce l a rge - sca l e  a j d  t o  I s r a e l  is c o r r e c t ,  however he emphasizes t h e  need 
t o  cont inue support of a n  i n d u s t r i a l  p roduc t iv i ty  program and observes t h a t  
$1.5 m i l l i o n  per  year  seems t o  be an "appropriate  f i gu re"  f o r  US TA i n  I s r a e l .  

Conclusions and Recommendations - The r e p o r t  concludes t h a t  : 

" In  most a r eas  t h e  pure t echn ica l  a s s i s t a n c e  program would 
probably b e n e f i t  from a s l i g h t  r educ t ion  i n  funds a v a i l a b l e  
t o  it. This  would f o r c e  a more r igorous  screening  o f  p r o j e c t s  
and would s t imu la t e  l o c a l  i n i t i a t i v e  .I1 

"More a t t e n t i o n  should be given t o  t he  r e c r u i t i n g  o f  t e c h n i c a l  
a s s i s t a n c e  personnel,  and Congress should cons ider  ra j . s ing  
s a l a r i e s  i f  t h i s  seems t o  be t h e  p r i n c i p a l  obs t ruc t ion .  
Most personnel  now i n  t h e  f i e l d  seem t o  be t e c h n i c a l l y  
q u a l i f i e d ,  bu t  too many of them l ack  t h e  d e s i r a b l e  degree 
of sympathetic understanding of l o c a l  problems and c ~ s t o m s . ~  

"Congress should cons ider  appropr ia t ing  funds over a  long 
period,"  o r  I1establ ish a  p o l i c y  c a l l i n g  f o r  annual appro- 
p r i a t i o n s  over such a  per iod,"  because doing t echn ica l  
a s s i s t a n c e  r j g h t  p r imar i ly  means " t ak ing  the  long  time t o  
do it properly.  



GAO REPORT ON IRAN - -- 

March 1956 

Attached i s  a summary of a  r e p o r t  r ecen t ly  com- 
p le ted  by t h e  General Accounting Office on t h e  
U.S . t echn ica l  and economic a s s i s t ance  program 
i n  Iran.  This r epor t  covers t h e  f i s c a l  years  
1952 through 1955 and i s  t h e  outgrowth of GAO 
examination of  t h e  program both a t  USOM Teheran 
and a t  t h e  Washington o f f i c e s  of I C A 1 s  prede- 
cessor  organizat ions.  

The p r i n c i p a l  emphasis of  t h e  survey cen te r s  
on t h e  f i n a n c i a l  and r e l a t e d  adminis t ra t ive  
procedures under which t h e  program, t o t a l l i n g  
qb205,000,000 ($113,000,000 i n  emergency economic 
a s s i s t ance  and $92,000,000 i n  t echn ica l  a i d )  
between FY 1952 and FY 1955, was conducted. 
Also reviewed are se lec ted  p ro jec t s  and a c t i v i -  
t i e s  wi th in  t h e  ove r -a l l  I r an ian  program. 



GAO REPORT ON IRAN 

The importance of t h e  survey undertaken by t h e  GAO and t h e  
value judgments generated therefrom a r e  underscored by I r a n ' s  s t r a t e g i c  
p o s i t i o n  i n  t h e  o i l - r i ch  Middle East.  One of t h e  foremost postwar 
f o r e i g n  po l i cy  ob jec t ives  of t he  U.S. has been t o  he lp  I r a n  p r o t e c t  h e r  
independence, develop he r  resources  and maintain i n t e r n a l  s t a b i l i t y .  

U.S. a s s i s t a n c e  began i n  FY 1951 wi th  an  i n i t i a l  t e c h n i c a l  
a s s i s t a n c e  program of approximately $1,000,000. When t h e  n a t i o n a l i z a t i o n  
of I r a n ' s  o i l  i ndus t ry  and the  r e s u l t i n g  p o l i t i c a l  and economic c r i s i s  
s e r i o u s l y  threa tened  t h e  n a t i o n ' s  i n t e r n a l  and e x t e r n a l  pos i t i on ,  t h e  
U.S. decided t o  a s s i s t  1ra.n on a l a r g e r  s ca l e ,  s u f f i c i e n t  t o  maintain sound 
condi t ions  i n  t h e  country. Also, I r a n ' s  Seven Year Development Plan, 
which had been f inanced  by income from t h e  o i l  indus t ry ,  was a t  a stand- 
s t i l l  and U.S. a s s i s t a n c e  was requested t o  he lp  f inance  t h e  p r o j e c t s  
undertaken under t h i s  plan. 

Aid programmed koth f o r  FY 1952 and FY 1953 t o t a l e d  $23,000,000 
each wi th  major emphasis cn development of a g r i c u l t u r e ,  pub l i c  h e a l t h  
and industry.  

I n  195L, fo l lowing t h e  change of government i n  I r an ,  t h e  U.S. 
increased  i t s  program t o  $85,000,000 inc luding  emergency a i d  of $60,000,000. 
The emergency program was i n  t h e  form of commodity a i d  and cash g ran t s ,  
t h e  r i a l  proceeds from which were applied,according t o  a j o i n t l y  approved 
p lan ,p r inc ipa l ly  f o r  budgetary support  of t h e  I r a n i a n  Government. 

The program f o r  195.5 equa-&d $76,000,000,comprising $23,000,000 
f o r  development and t e c h n i c a l  cooperat ion p r o j e c t s  and $53,000,000 f o r  
commodity and o the r  emergency-type economic a id .  A po r t ion  of t h e  a i d  
in 1955, aggregat ing $32,000,000, was i n  t h e  form of loans ,  The l o c a l  
currency proceeds from t h e  1955 emergency a i d  program went,as i n  1954, 
p r imar i ly  f o r  budgetary support.  

The program i n  I r a n  is  administered bo th  by t h e  USOM and t h e  
Master J o i n t  FLU-I~, a support  organiza t ion  c rea t ed  under j o i n t  arrangements 
by t h e  United S t a t e s  and I r a n  and f inanced from l o c a l  currency cont r ib-  
u t ions  by t h e  two Governments. 

A t  t h e  c lose  of : f i s c a l  y e a r  1955, t h e  USOM had a s t a f f  of 308 
t echn ic i ans  and support  personnel,  inc luding  88 l o c a l  na t ionals .  There were 



a l s o  some 100 technic ians  employed under con t rac t s  wi th  American educ- 
a t i o n a l  and p ro fess iona l  organizat ions.  The Master. J o i n t  Fund employed 
approximately 3,800 I ran ian  technic ians  and support personnel. Oper- 
a t i o n s  were administered from headquarters i n  Teheran and 1 0  p rov inc ia l  
o f f i c e s  located  throughout the  country. 

Among t h e  conclusions a r r ived  a t  and presented by t h e  GAO 
i n  i t s  r e p o r t  on t h e  opc?ration of the  program i n  I r an  a r e  the  following: 

1. Sign i f i can t  adminis t ra t ive  de f i c i enc ies  ex i s t ed  
i n  p r i o r  yea r s  bu t  have been s u b s t a n t i a l l y  
remedied. 

2. The complex machinery wi th  which t h e  a i d  program 
is administered requ i res  s impl i f ica t ion .  

3. The Mission d i d  not  make systematic end-use checks 
t o  determine proper u t i l i z a t i o n  of ICA-financed 
commodities. 

4. I n t e r n a l  c o n t r o l  procedures requi re  s trengthening 
t o  prevent i r r e g u l a r i t i e s .  

5. Increased Embassy support t o  the  I C A  Mission 
may reduce o v e r a l l  adminis t ra t ive  cos ts .  

6. Improvements a r e  needed i n  the  adminis t ra t ion  of 
t h e  t r a i n i n g  program. 

7. The u t i l i z a t i o n  of counterpart  funds warrants  more 
e f f e c t i v e  c o n t r o l  by ICA.  

8. Several  inclustrial-type development p r o j e c t s  have 
se r ious  operat ing de f i c i enc ies  which prevent  
successful  completion. 

9. The commodity import program has lacked t h e  b e n e f i t s  
of cen t ra l i zed  administrat ion.  

The above r e p o r t  was sen t  t o  the  H i l l  on March 15, 1956 and 
w i l l  undoubtedly be u t i l i z e d  by the  Hardy Subcommittee of t h e  House 
Government Operations Committee i n  i t s  forthcoming hearings on the  I C A  
program i n  Iran.  



HOUSE GOVERNMENT OPERATIONS REPORT ON 
UNITED STATES TECHNtCAL ASSISTANCE IN LATm AMERICA 

March 1956 

The Committee on Government Operations on March 29, 1956, 
unanimously approved and adopted a s  the  report  of the f u l l  Committee 
the Hardy Subcommittee report  en t i t l ed  "United S ta tes  Technical 
Assistance i n  Latin America.'' The report  concludes t h a t  the techni- 
c a l  ass is tance program there  ( a )  lacks c lear ly  defined objectives; 
(b)  has been hampered by f a i l u r e  of Washirlgton t o  issue ins t ruct ions  
c lear ly  defining areas of responsibildty and author i ty  assigned to 
Ehbassy and USOM off ic ia l s ;  ( c )  contains projects  where host-country 
approval has been obtained through se l l i ng  methods ra ther  t h a t  a s  a 
r e s u l t  of bona f i de  i n t e r e s t ;  ( d )  contains projects  and programs 
def ic ien t  i n  planning based on adequate information of the  problems; 
( e )  contains programs developed with no provision f o r  phasing out of 
United States  part icipation; and ( f )  supports projects  the host- 
countrg contribution of which cannot be determined because presenta- 
t ions  t o  Congress on t h i s  subject  have been unrealistic and misleading. 
The report  concludes t h a t  some projects  a r e  no longer Ittechnical 
assistancen i n  character, having become economic a id  i n  essence. The 
Committee a l s o  comludes t h a t  the  so-called i l l u s t r a t i v e  method of 
presenting technical  ass is tance budgets i s  unwise. lhe need f o r  f l e ld -  
b i l i t y  t o  meet unforeseen contingencies i s  not su f f i c i en t  t o  j u s t i fy  
the  use of this method f o r  technical  ass is tance budgeting, the  report  
notes. Further, the  i l l u s t r a t i v e  program f a i l s  t o  provide adequate 
information f o r  the exercise of Congressional judgment and circumvents 
the  normal requirement f o r  spec i f ic  Congressional approval i n  advance 
of the  expenditure of funds. It accentuates the  tendency toward hasty 
a l loca t ion  and ill-considered obligation of funds during the  closing 
months of the  f i s c a l  year, the report  notes. 

The Committee report  s t a t e s  t h a t  an analysis of achievements 
of foreign a i d  programs must be the  basis  f o r  assessing how f a r  i n t o  
the  fu ture  such a c t i v i t i e s  should be projected. "Such an analysis 
cannot proceed a t  the l eve l  of philosophical discussion; r a the r  it 
must r e s t  on a calm and dispassionate audi t  of the day-to-day opera- 
t ions  of the  mutual secur i ty  program i n  a l l  i ts various aspectse1I 

It i s  the assigned duty of the  Subcormittee on Internat ional  
Operations t o  examine the overseas c i v i l i a n  operations of the Govern- 
ment from the standpoint of t h e i r  economy and efficiency.  The Sub- 
committee recent ly  undertook a f a c t u a l  study of the technical  assist- 
ance program i n  Latin America i n  which cumulative obligations t o  
June 30, 1955, did not exceed $175 million. A pa r t  of the study con- 
s i s t ed  of a f i e l d  t r i p  betmen October 7 and November 1, 1955, accumula- 
t ing  evidence from United S ta tes  o f f i c i a l s  i n  hearings held i n  cap i ta l s  
of e igh t  countriesr Brazil,  Uruguay, Argentina, Chile, Bollvia, Colombia, 
Peru, and Mexico. Ecuador and Guatemala were a l s o  vis i ted.  The Com- 
mittee members par t i c ipa t ing  i n  t he  hearings were Porter Hardy, Jr.,  
Chairman, Jack Brooks, George Meader and Victor Knox, accompanied by 
s t a f f  members Maurice Mountain and Walton Woods. 



Following are the  conclusions and recommendations of the  re- 
po r t  adopted by the  f u l l  Houae Committee on Government Operations: 

CONCLUSIONS 

1. The techn ica l  aasistance program i n  Lat in  America a s  a whola 
lacks c l e a r l y  defined objectives,  although maqy individual  p ro j ec t s  
have been well conceived and s a t i s f a c t o r i l y  cafi ied out. 

2. The technical  ass is tance  program has been hampered by fail-  
ure on the  p a r t  of the  Department of S t a t e  ahd t h e  In te rna t iona l  
Cooperation Administration to f ssue ins t ruc t ions  c l e a r l y  def'ining 
a reas  of respons ib i l i ty  and author i ty  assigned t o  Ehbasay and United 
S ta tes  Operations Mission o f f i c i a l s .  In some countries t h i s  has 
been overcome by c lose  l l a i s o n  and cooperation i n i t i a t e d  by f i e l d  
personnel, bu t  in other  countries organizational  problems and in te r -  
agency disagreements have resu l t ed  both f r m  &he absence of spec i f i c  
ins t ruc t ions  and t h e  sometimes conf l i c t ing  ins t ruc t ions  issued from 
Washington. 

3 Planning of p ro jec t s  and programs has been de f i c i en t  i n  t h a t  
they have sometimes been s t a r t ed  without adequate information concer* 
Ing the extent  of the problem, without determination of t he  avai l -  
a b i l i t y  of necessary technical  personnel, and f requent ly  rrlthout 
reasonable evidence of genuine host  country i n t e r e s t .  A s  a result, 
des i red objectives have not  been achieved. 

h. I n  s p i t e  of a bas ic  requirement that only p ro jec t s  desired 
by t h e  hos t  countries are to  be undertaken, the  Subcommittee found 
projecta being implemented where host-country approval had been ob- 
tained through s e l l l n g  methods r a the r  than as a r e s u l t  of a bona f i d e  
i n t e r e s t  on the pa r t  of t he  host  goverment. Scme of these  ins tances  
appear to be engendered simply by t h e  a v a i l a b i l i t y  of technicians. 
There was a l s o  evidence that pressure f o r  c e r t a i n  p ro jec t s  was g e n e r a t  
ed i n  Washington. Almost invar iably  such p ro jec t s  were financed d t h  
a.maldmum of United S ta tes  funds and l l t t le ,  i f  any, host-countrg cox+ 
tr ibution.  

5. Although t h e  law in tends  and In te rna t iona l  Cooperation Admin- 
i s t r a t i o n  ins t ruc t ions  require  the  phasing out  of United States 
f i nanc i a l  pa r t i c ipa t ion  In t echn ica l  a ss i s t ance  projects ,  there  i s  no 
evldence that provision f o r  tNs i s  included when the  programs a r e  
developed and t he  t r an s f e r  of p ro jec t s  f o r  continuation by host  
countries has not  been accomplished t o  t he  ex ten t  desirable.  

6 .  Some projects  have continued beyond t he  po in t  where they can 
properly be termed "technical  assistance" ard have assumed character- 
i s t i c s  of economic a id .  I n  a number of these cases t echn ica l  a s s i s t  
ance funds a r e  being used t o  f inance what would normally be rout ine  
day-today a c t i v i t i e s  of the host g o v e m n t s .  



7, The so-called i l l u s t r a t i v e  method of presenting technical  
assistance budget requests t o  the Congress i s  urmise. The need f o r  
flexibility to meet unforeseen contingencies i s  not suf f ic ien t  t o  
jus t i fy  the  use of t h i s  method f o r  technical  ass is tance budgeting. 
The i l l u s t r a t i v e  program f a i l s  t o  provide adequate information f o r  
the exercise of Congressional Judgment. It circmvents  the  nonnarl 
requirement f o r  spec i f ic  Congressional approval i n  advance of the  
expenditure of funds, It e n t a i l s  no commitment by the agency t o  
expend any funds f o r  the  par t i cu la r  program used a s  an i l l u s t r a t i on .  
It accentuates the  tendency toward hasty a l loca t ion  and ill-conside* 
ed obligation of funds d u r i ~  the  closing months of the  f i s c a l  year. 

8, Actual host-country contributions t o  technical  ass is tance 
programs and projects  cannot be detsrmlned because presentations t o  
Congress on this subject have been unrea l i s t i c  and mieleading. 
This has resulted fram ( a )  the  employment of d i f fe r ing  exchange 
rates i n  t h e  same compilation uhich have the  e f f e c t  of maximizing 
host-countrg contributions and minimizing host-country economic 
capabi l i t ies ;  ( b ) t h e  inclusion a s  hos tcount rg  contributions third- 
party funds which ac tua l ly  represent payments made by the  benefici- 
a r i e s  fo r  goods and services supplied; a d  ( c )  the U s t i n g  of so- 
cal led in-hind contributions uhich a re  computed, i n  par t ,  by placing 
a rb i t r a ry  values upon intangibles,  

RECOMMENDAT IONS 

The Subcommittee recormends as follows; 

1. The Department of Sta te  should d e a l  decisively with the  
organizational problems created by the  location of the  Internat ional  
Cooperation Administration a s  a semiautonomous un i t  within the  De- 
partment. Posit ive and vigorous measures should be taken t o  define 
on a current bas i s  both f o r  Washington and the f i e l d  the policy ob- 
ject ives  of the technical  assistance program, 

2. The Deparbent and the  Internat ional  Cooperation Administra- 
t i on  should rev iew a l l  exis t ing and applicable d i rec t ives  and in- 
s t ruct ions  governing the  tiechnical ass is tance program f o r  the  purpose 
of ( a )  bringing them up t o  date; (b)  eliminating ex i s t i ng  conf l ic t s  
and confusion; and ( c )  c lea r ly  delineating the  author i ty  and respon- 
s i b i l i t y  of Embassy and United States Operations Mission personnel 
i n  overseas posts. 

3. Administrative controls should be strengthened a t  the  Wash- 
ington level ,  and i n  the f ie ld ,  t o  assure t ha t  def ic iencies  i n  
program planning a r e  eliminated; t ha t  programs approved conform t o  
overal l  policy objectives; t ha t  those which do not so  conform a r e  
discontinued; t h a t  the  formal host-country request f o r  a project  or  



program re f l ec t s  a bona f i d e  i n t e r e s t  and indicates an i n t e n t  t o  
contribute a f a i r  share of the cost; hhat i n  the devalopment of 
progams provision i s  made f o r  the phasing out of United States 
f inanc ia l  par t ic ipat ion and the t ransfer  of projects t o  hos t - cow 
trg responsibility. 

4. The use of the i l l u s t r a t i v e  program method of presenting 
technical  assistance budget requests t o  the Oongrese should be dis- 
continued. Requests f o r  appropriations should be accompanied by 
completed and well-documented plans which should i n c l d e  c lear  evl- 
dance of bona f ide  host-country in te res t .  

5. S t a t i s t i c a l  compilations on which the International Co- 
operation Administration basks i ts  statements t o  the Congress and 
t o  the public regarding the amount of host-country contributions t o  
technical  assistance programs should be en t i r e ly  recas t  to r e f l e c t  
a t rue  picture  of the  r e l a t i ve  contributions of the United States 
and the host  countries. Specifically, r e a l i s t i c  exchange rates 
keyed t o  current values should be uniformly applied; so-called third- 
party payments should not be included a s  host-country contributions; 
in-kind contributions should e i t he r  be eliminated en t i r e ly  or should 
include only those items tantamount t o  a contribution i n  cash, 
uhose value is  readi ly  ascertainable. 



GAO REPORT ON EGYPT ---- 
Apri l  1956 

Attached i s  a summary of the  major f indings and 

recommendations contained i n  a repor t  by the  

General Accounting Office on the  f i nanc i a l  and 

administrat ive aspects  of  t he  U.S. Assistance 

Program f o r  Egypt. Examination o f  the  program, 

under which Egypt received $59,400,000 i n  

technical  and development ass is tance  through 

t he  four  f l s c a l  years 1952 - 1955, began in 

June 1955. The repor t  was sen t  t o  the  Congress 

by the  Comptmller General on April  11, 1956. 



GAO REPORT ON EGYPT 

On A p r i l  19., the  Comptroller General s e n t  t o  t h e  Congress 
the  GAO r epor t  on i t s  examination of t h e  U,S, a s s i s t a n c e  program f o r  
Egypt, as administered by I C A  and i ts  predecessor agencies. This 
examination, which was undertaken i n  June of last  year ,  was d i r ec ted  
p r i n c i p a l l y  toward determining t h e  adequacy of f i n a n c i a l  and admin- 
i s t r a t i v e  procedures pe r t a in ing  t o  the  use of mutual s e c u r i t y  funds 
a l l o c a t e d  f o r  t e c h n i c a l  and development a s s i s t a n c e  dur ing  f i s c a l  yea r s  
1953 through 1955. 

Egypt has been r e c e i d n g  a i d  under the  Mutual Secur i ty  Prp- 
gram s ince  f i s c a l  year  1952. It i s  t h e  l a r g e s t  of the  independent 
Arab s t a t e s  and f a c e s  p res s ing  problems of overpopulation and under- 
developed resources. It a l s o  holds t h e  s t r a t e g i c  p o s i t i o n  of custod- 
i a n  of t h e  Suez Canal. 

I n  May 1951, Egypt and t h e  U.S. en te red  i n t o  a Point  IV Agree- 
ment f o r  Technical Cooperation. Af te r  s t a r t i n g  Kfth a small program 
of a g r i c u l t u r a l  development and i mprovement i n  1952, t h e  U. S. undertook, 
through a s e r i e s  of broad b i l a t e r a l  program agreements concluded i n  
1953, not  only t o  he lp  Egypt inc rease  i t s  a g r i c u l t u r a l  production bu t  
a l s o  t o  improve hea l th  s tandards,  reduce i l l i t e r a c y ,  survey p o s s i b i l i -  
t i e s  f o r  i n d u s t r i a l  development, and promote advances i n  pub l i c  admini- 
s t r a t i o n .  

Through June, 1955, the  U.S. had approved 53 ind iv idua l  assis- 
tance  p r o j e c t s  and had committed a t o t a l  of about  $19 mi l l ion  f o r  e q u i p  
ment, technic ians ,  t r a in ing ,  and t e c h n i c a l  support.  The most s i g n i f i c a n t  
s i n g l e  undertaking i s  a rural r e h a b i l i t a t i o n  program, known as EARIS, 
c a l l i n g  f o r  U.S. and Egyptian con t r ibu t ions  of $10 mi l l ion  and $15.7 
mil l ion,  respect ive ly .  

I n  1955 t h e  U.S. supplemented i t s  t e c h n i c a l  a s s i s t a n c e  by $40 
m i l l i o n  of development a s s i s t ance ,  t he  bulk of which i s  used f o r  equip- 
ment and engineering s e r v i c e s  i n  t h e  f i e l d  of t r a n s p o r t a t i o n  and f o r  
t h e  i n s t a l l a t i o n  of potable  water  systems. Of the  $40 m i l l i  on, $7.5 
m i l l i o n  f s  i n  t h e  form of a loan. 

The U.S. has made a v a i l a b l e  t e c h n i c a l  and development a s s i s -  
tance t o  Egypt over t h e  p a s t  f o u r  f i s c a l  years ,  as fo l lous :  

The U.S. a l s o  agreed t o  p r o d d e  Egypt during 1955 and 1956 
~ 5 t h  $37 mi l l ion  i n  surplus  a g r i c u l t u r a l  commodities under PI, 480. 



Major Findings and Recommendations 

The GAO report  s t a t e s  t h a t  s ign i f ican t  improvements i n  the  
operating and administrat ive eff ic iency with which foreign a id  opera- 
t ions  a r e  carr ied out i n  countries of the  Near East, have been made 
by I C A  and i t s  predecessor FOA i n  the pas t  two years. These improve- 
ments a re  a l s o  noticeable with respect  t o  Egypt, However, it was 
found that def ic iencies  i n  program planning and execution inher i ted 
from e a r l i e r  years have not been en t i r e ly  overcome. There is a tend- 
ency on the p a r t  of the  Mission toward overoptimistic programming 
ra ther  than t o  concentrate realistically on pro jec t s  which the  f i e l d  
s t a f f  is best  eqdpped t o  handle, It was noted t h a t  on the pa r t  of 
ICA/W, policy decisions were sometimes i n  conf l ic t  with Mission ob- 
jectives,  and there  were inordinate delays i n  procurement a d  recrui t -  
ment which impeded the execution of individual projects.  

Following a r e  ce r t a in  spec i f ic  findings re f lec ted  i n  the  re- 
port ,  together with recommendations: 

1. Agricultural  p ro jec t s  did not have the  desired impact on host  
country conditions and techniques. 

Recommendation: Special e f f o r t s  should be made t o  focus planning 
on p r io r i t y  projects ,  and they should be admini- 
s tered i n  a manner t o  assure  f u l l  acceptance by 
the  host country. 

2 e  Indus t r ia l  surveys financed by the  U.S. have not been acted upon. 

Recommendation: In  view of the  subs tan t ia l  amounts paid by I C A  
f o r  surveys of t h i s  kind, the  agency should take 
a l l  s teps  within i t s  power t o  assure t h a t  timely 
ac t ion  is taken on these reports.  

3. Three mining projects  ( t o t a l l i ng  $175,000), approved i n  F'Y 195'4, 
have been a t  a v i r t u a l  s t a n d s t i l l  during 1955 because of the in- 
a b i l i t y  t o  r e c r u i t  technicians. 

Recommendation: I C A  should expedite the recruitment process or  
reprogram the funds f o r  a more pract icable  as- 
s is tance undertaking. 

4. Health and san i ta t ion  programs may warrant stronger emphasis. 

Recommendation: In  view of the serious health problems encountered 
i n  Egypt, consideration should be given by I C A  t o  
the  possible need f o r  g rea te r  emphasis on the 
health and san i ta t ion  program. 



Educational p ro jec t s  have been slowed by s t a f f i ng  and procurement 
d i f f i c u l t i e s .  

Technical advisory services  t o  M I S  should be more e f fec t ive ,  and 
economies i n  cos t s  a r e  indicated. 

Administrative procedures of the  jo in t  committees were de f i c i en t  
with respect  t o  (a)  f i nanc i a l  repor ts ;  (b)  property con t ro l  re- 
cords; and ( c )  excessive cash balances. 

Recommendations: ( a )  The Mission Control ler  should i n s t r u c t  the  
J o i n t  Committee f o r  Agriculture t o  maintain and 
repor t  required contribution data. Since the  
J o i n t  Committee f o r  Public Works has not been 
ac t i ve ly  consti tuted,  the  request  f o r  contri-  
bution data  should be addressed t o  the  Egyptian 
Ministry of Public Works. 

(b)  Payments i n t o  t he  jo in t  funds should be 
adjusted more r e a l i s t i c a l l y  t o  a c tua l  cash re- 
quirements according t o  pe r iod ica l ly  prepared 
j u s t i f f  cat ions,  

The Mission should have complete data on r e s u l t s  of t r a in ing  pro- 
grams i n  the  U.S. and on subsequent u t i l i z a t i o n  of returned Egypt- 
i a n  trainees.  

The administrat ion of the  development ass i s t ance  program f o r  1955 
was handicapped by i n su f f i c i en t  guidance i n  procurement matters  
and lack of c lose  understanding b e h e n  the  f i e l d  and Washington 
off ice. 

Personnel ce i l ings  were overstated i n  the H g h t  of reasonable pro- 
gram requirements, 

Recommendations The Mission should es tab l i sh  more r e a l i s t i c  ce i l -  
ings and eliminate nonessent ia l  posit ions,  espec- 
i a l l y  i n  Agriculture and EARIS, 

Cost a l loca t ions  between program and adminis t ra t ive  funds should 
fol low es tabl ished c r i t e r i a  and be f u l l y  documented i n  the f i l e s  
of the  Mission. 

Recommendationss The Mission should maintain adequate da ta  showing; 
the  ba s i s  f o r  a reasonable and equi table  cos t  
d i s t r ibu t ion ,  and i n  compliance with prescribed 
c r i t e r i a ,  



12. Certain obligation records require adjustment. 

Uo Fisca l  and operating reports  from the f i e l d  should be improved 
f o r  more e f fec t ive  u t i l i z a t i o n  by the  Washington office.  

Recommendation: The Agency should consider the  introduction of 
two types of operating reports,  i n  l i e u  of the  
present a c t i v i t y  report: (a )  Brief monthly re- 
por ts  on s ign i f ican t  problems or developments 
dwing  the  reporting period, supplemented by a 
s t a t i s t i c a l  highlight section; and (b)  Compre- 
hensive annual or semiannual technical  reports,  
f o r  each f i e l d  of ac t i v i t y ,  presenting program 
accomplishments and f a i l u r e s  i n  the  l i g h t  of 
approved plans and objectives. 



REPORT OF CONGRESSIONAL GROUP ON MIDDLE AND FAR EAST 

On May 6, 1956, a Special Study Mission headed by Rep. 
Clement J. Zablocki . (D. ,Wise. ) submitted t o  the  Foreign Affairs 
Committee a report  of findings made during a t r i p  l a s t  f a l l  t o  
the  Middle East, Soutth and Southeast Asia, and the  Pacific. A 
major conclusion of the  Zablocki Mission was t h a t  i f  the  United 
States  i s  t o  succeed i n  i t s  e f fo r t s  i n  this area,  it must do more 
than reappraise i t s  programs; it must subject  t o  minute rescrutiny 
i t s  policy and i t s  determination. The Group announced t h a t  the  
United States  could no longer--even f o r  the  sake of i t s  stake i n  
European safety-close i t s  eyes t o  t h e  f a c t  t h a t  colonialism is 
dead. No longer could t he  United S ta tes  be s a t i s f i e d  with half- 
way measures o r  tho.se based on mere temporary expediency. nThe 
peoples of Asia and the  Middle East merit respect  a s  equals and 
must be given it. Only by taking them in to  ac t ive  and equal 
partnership can we hope t o  e f f ec t  a unity t h a t  may ye t  save the  
world... I n  in ternat ional  and national...action, nothing can be 
po l i t i c a l l y  r i g h t  t ha t  i s  morally wrong. The United S ta tes  c a h  
not compromise on moral principles f o r  the  sake of expediency. 
Given the  equation of warm understanding of human need plus United 
States  willingness t o  give such help as  w i l l  e levate ra ther  than 
debase self-respect, t rue  fr iendships based on mutual t r u s t  can be 
b u i l t  with the  peoples of the  Middle East and of Asia.It 

Between October 11 and December 15, 1955, the Zablocki 
mission traveled some 30,800 miles t o  make a first-hand study of 
United S ta tes  problems, policies,  and programs as well  a s  t o  
assess the  strength and weakness of t he  various countries and 
the  degree of Communist penetration i n  them. Besides Rep. Zablocki, 
who acted as  Chairman, the  group included Representatives John 
Jarman, Robert Byrd, Walter Judd, Marguerite S t i t t  Church, and 
Ross Adair. Rep. Richard Wigglesworth of t he  House Appropriations 
Committee accompanied the  members. 

I n  i t s  concluding remarks, t he  study group commented t h a t  
the  very efficiency with which we tend t o  carry out our a id  programs 
along l i n e s  which we a r e  sure a r e  best  f o r  the  countries concerned 
has produced increGing i r r i t a t i o n s ,  even resentment. The Congress- 
men s t a t e  the  opinion t h a t  "we simply w i l l  have t o  do a be t t e r  job 
with our human re la t ions  i n  our various a id  programs. The key thing 
is  not the  amount of aid,  it i s  the  manner. It is not enough t o  
analyze figures;  we must do a be t te r  job of analyzing people. T h i s  
i s  where the  Communists have l e f t  us f a r  behindett 



Among t h e  p o s i t i v e  f a c t o r s  encountered by t h e  s tudy mis- 
s i o n  was t h e  imposing economic progress  achieved i n  a  number of 
count r ies .  The s tudy mission was impressed by t h e  volume of con- 
s t r u c t i o n ,  both publ ic  and p r iva te ,  i n  t h e s e  regions.  Work on 
major developnent p ro jec t s ,  many of which have passed t h e  planning 
s t age ,  was equal ly  encouraging. Considerable achievements were 
a l s o  noted i n  some of t h e s e  na t ions  i n  t h e  realm of economic improve- 
ments, a s  i n  I s r a e l ,  I r aq ,  I r an ,  India ,  and Japan. 

The Congressmen were heartened by t h e  growing measure of 
i n t e r n a l  p o l i t i c a l  s t a b i l i t y  and s t r e n g t h  noted s i n c e  t r a v e l i n g  t o  
t h e  coun t r i e s  of Southeast  Asia and t h e  Fa r  East  i n  1953. They 
c i t e d  p a r t i c u l a r l y  t h e  case  of Vietnam, dec la r ing  t h a t  t h e  "con- 
t r a s t  between Vietnam then, without  freedom, and now, wi th  freedom, 
p i n t s  up an  important  l e s s o n  which a p p l i e s  t o  similar s i t u a t i o n s  
whereever they may be. Whether i n  Vietnam o r  elsewhere, men do n o t  
f i g h t  o r  work with enthusiasm o r  s a c r i f i c e  f o r  a  country which they  
a r e  not  s u r e  i s  going t o  be t h e i r  own... Such remarkable d e v e l o p  
ments a s  have come i n  Vietnam r e s u l t  from t h e  f o r t u n a t e  combination 
of t h ree  e s s e n t i a l  f a c t o r s :  n a t i o n a l  independence, dedica ted  and 
a b l e  l eade r sh ip  and t h e  s teady support  of s t rong  a l l i e s  and f r i ends .  
The s tudy mission be l i eves  that it is  a f i r s t  t a s k  of  our  statesmen 
t o  encourage such a  combination of f a c t o r s  i n  t h e  equa l ly  d i f f i c u l t  
s i t u a t i o n s  e x i s t i n g  i n  various o t h e r  coun t r i e s  around t h e  world,ll 

Note i s  made of t h e  tremendous e f f e c t  which t h e  complete 
r e v e r s a l  i n  Communist t a c t i c s  has had upon t h e  peoples of t h e  a r e a s  
v i s i t e d ,  The apparent  abandonment of i n t e r n a l  subversion and of 
military aggress ion  by t h e  Communists and t h e  t u r n  t o  o f f e r s  of 
economic a s s i s t a n c e  simply opens t h e  llsecond f r o n t "  i n  t h e  b a t t l e  
f o r  world domination. The s tudy mission s t a t e d  t h e  b e l i e f  t h a t  
without  doubt most of  t h e  l e a d e r s  of t h e  coun t r i e s  v i s i t e d  r e a l i z e  
t h a t  t h e  o v e r a l l  s t r a t e g y  of t h e  Communists is  unchanged. But t h e  
f a c t  remains, however, t h a t  t o  many peoples of t h e  Middle East  and 
Fa r  East  t h e  Communist pose of f r i e n d l y  cooperat ion and a s s i s t a n c e  
i n  t h e  economic realm has many a t t r a c t i o n s .  The Congressional group 
caut ioned t h a t  many persons f a i l  t o  r e a l i z e  t h a t  t h e  Communist o f f e r s  
of a i d  c a r r y  wi th  them m9ny expe r t ly  d isguised  and hidden s t r i n g s ,  
intended t o  open t h e  way f o r  t h e  establ ishment  of Sov ie t  i n f luence  
and eventua l  domination over t h e  peoples of t h e  area.  They concluded 
that t h e  combined e f f e c t  of t h e  f i r s t  Geneva Conference, and of t h e  
change i n  Communist t a c t i c s ,  had r e s u l t e d  i n  t h e  growth of  neut ra l i sm 
i n  t h e s e  regions.  



The study mission reported t h a t  i n  many countries t he  
United S ta tes  i s  blamed, however unjus t ly ,  f o r  f a i l u r e  t o  prevent 
q r  resolve the  explosive con f l i c t s  of t h e  area,  a s  i n  t h e  cases 
of Cyprus, t h e  Afghanistan-Pakistan dispute,  Japanes-Korean dif- 
ferences,  and other  issues.  Many of these '  nat ions expect us t o  
have, and t o  use, an au thor i ty  associated i n  t h e i r  minds wi th  
colonia l  controls  of the  past. Our f a i l u r e  t o  take  s ides ,  even 
when we have no author i ty  o r  r i g h t  t o  do so, i s  regarded as due 
t o  indecision on our part and produces keen disappointment ' a d  
resentment. Such s i tua t ions  have fur ther '  increased t h e  problem 
by d iver t ing  a t t en t i on  from the  f a r  g rea te r  danger--the Communist 
th rea t ,  t h e  group warns. 

The Congressmen remarked i n  conclusion t h a t  t h e  nations 
of t h e  f r e e  world, who jo in  mutually i n  recognit ion of a Divine 
Power, cannot and must not  l e t  themselves be subdued by an a t h e i s t i c  
communism t h a t  de f ies  and denies t he  s p i r i t u a l  r e a l i t i e s  and values 
which a r e  t he  source of t h e  s t rength  of t he  f r e e  world. The members 
s t a t ed  t h a t  too l i t t l e  recognit ion had been given t o  t h e  unique 
unifying f ac to r  which this common bond of re l ig ious  f a i t h  could be 
among the  f r e e  peoples. 



REPORT ON TECHNICAL ASSISTANCE BY THE SENATE COMMITTEE 
ON FOREIGN RELATIONS 

May 7, 1956 

The Senate Committee on Foreign Rela t ions  has adopted and 
author ized  t h e  t r a n s m i t t a l  t o  t h e  Senate of t h e  r e p o r t ,  of i ts  
Subcommittee on Technical Ass is tance  Programs chai red  by Senator  
hlansfield. The r e p o r t  fol lows public  hearings and executive ses- 
s i o n s  i n  Washington i n  t h e  winter  and s3r ing  of 1955 and f i e l d  
s t u d i e s  i n  t h e  Far  Eas t ,  South Asia, Middle East,  Europe, Cen t ra l  
America and Caribbean i n  t h e  l a t e  s x m e r  and f ~ l l  of 1955. According 
t o  t h e  Subcommittee, i t s  s tudy was conducted on t h e  premise t h a t  
t h e  s o l e  t e s t  of Technical Assis tance i s  t h e  na t iona l  i n t e r e s t  of 
t h e  United S ta t e s .  The r e p o r t ,  mostly favorable  i n  tone, s t a t e s  
that t h e  Committee be l ieves  t h a t  t h e  Technical Ass is tance  Program 
has been e f f e c t i v e  i n  advancing American f o r e i g n  pol icy;  t h a t  most 
of t h e  money has produced r e s u l t s  i n  t h e  n a t i o n a l  i n t e r e s t  of t h e  
United S t a t e s ;  and that t h e  program should be continued and s t rength-  
ened. 

According t o  t h e  Subcommittee, Technical Ass is tance  i s  i n  
t h e  n a t i o n a l  i n t e r e s t  of t h e  United S t a t e s  when and only when i t  
n o t  only promotes econoniic d e v e l o p e n t  but  encourages t h e  growth 
of f r e e  i n s t i t u t i o n s  wi th in  t h e  framework of a f r e e  soc ie ty .  On 
t h i s  bas i s ,  t h e  Committee po in t  out ,  t h e  i n t e r e s t s  of t h e  United 
S t a t e s  co inc ide  wi th  those  of t h e  underdeveloped coun t r i e s  and a r e  
t h e  exact  oppos i te  of t h e  i m p e r i a l i s t  des ign  t o  impose American 
d i c t a t e s  a l l e g e d  i n  Communist propaganda. 

While a f f i rming t h a t  t h e  o b j e c t  of Technical Ass is tance  
i s  economic developnent, t h e  Subcommittee deplores  t h e  tendency 
i n  c e r t a i n  a reas  t o  conceive of Economic Aid a s  t h e  b a s i c  program 
wi th  Technical Assis tance a s  an  adjunct .  Carefu l ly  d i s t ingu i sh ing  
t h e  problems i n  underdeveloped coun t r i e s  from those  i n  Europe a t  
t h e  time t h e  Marshall  Plan was conceived, t h e  Committee concludes 
t h a t  economic d e v e l o p e n t  r e q u i r e s  a n  e n t i r e l y  d i f f e r e n t  approach 
than  economic recovery. According t o  t h e  Subcommittee, t h e  proper 
conception, w i th  r e spec t  t o  underdeveloped coun t r i e s ,  i s  t h a t  which 
holds Technical Ass is tance  t o  be t h e  b a s i c  program, wi th  temporary 
economic a i d  a s  an adjunct  i n  c e r t a i n  s p e c i f i c a l l y  s e l e c t e d  coun- 
t r i e s .  The Subcommittee recommends t h a t  t h e  admin i s t r a to r s  and 
pol icy  makers should always keep i n  mind t h a t  Economic Assis tance 
i s  s h o r t  term and Technical Ass is tance  i s  long term. 

Highlights  of t h e  Subcommittee~s f ind ings  and recommenda- 
t i ons  follow: 

1) While some of t h e  money which t h e  United S t a t e s  has in -  
ves t ed  i n  t echn ica l  a s s i s t a n c e  over  t h e  l a s t  f o u r  yea r s  has been 
wasted, most of t h e  money has been well  spent.  - 68 - 



2 )  The Technical Assistance program has been e f f e c t i v e  
i n  advancing American fo re ign  ~ :o l i cy ,  but  it can be made more 
e f fec t ive  by r e l a t i n g  the  program a c t i v i t i e s  more p rec i se ly  t o  
t h e  fo re ign  objec t ives  of t h e  United S t a t e s  through f u r t h e r  in tegra-  
t i o n  of I C A  with t h e  Department of Sta te .  

3 )  There a r e  two l i m i t a t i o n s  i n  Technical Assistance which 
deserve more a t t e n t i o n  than they have received t o  da te :  ( a )  The 
absorption capacity :in r e c i p i e n t  countr ies  and ( b )  t h e  supply of 
American technic ians  and adminis t ra tors  q u a l i f i e d  t o  car ry  ou t  t h e  
program. According t o  t h e  Subcommittee, t h e  technic ians  and admik  
i s t r a t o r s  should not only be competent i n  t h e i r  s p e c i a l t i e s ,  but  have 
f a m i l i a r i t y  with t h e  language, customs and problems of t h e  country 
t o  which they a r e  assigned. 

) The United S t a t e s  should continue i t s  support of t h e  
United Nations expanded t echn ica l  a s s i s t a n c e  program, and even in- 
crease  t h e  d o l l a r  amount of such support,  provided t h e r e  i s  no iri- 
c rease  i n  the  percentage of contr ibution.  

5) The Technical Assistance program should be continued 
a t  approximately t h e  same l e v e l ,  and should be f u r t h e r  reviewed by 
Congress i n  3  t o  5 years. 



TECHNICAL COOPEEUTION I N  LATIN AMERICA - 
RECOMMENDATIONS FOR THE FUTURE 

June 1956 

T h i s  s tudy - a comprehensive a p p r a i s a l  by t h e  National 
Planning Associat ion of both public  and p r i v a t e  t echn ica l  
cooperat ion programs i n  La t in  America - was made over a  period of 
t h r e e  years  by t h e  NPA Specia l  Pol icy  Committee, composed of 26 U.S. 
and La t in  American l e a d e r s  from a g r i c u l t u r e ,  business ,  l abor ,  educa- 
t i o n ,  hea l th ,  and r e l i g i o u s  and profess ional  groups. 

The Committee recommends emphatical ly t h a t  t e c h n i c a l  coopera- 
t i o n  be continued f o r  t h e  fo reseeab le  f u t u r e  by t h e  United S t a t e s ,  
United Nations, Organization of American S t a t e s ,  and by p r i v a t e  U,S, 
groups - t h e  r e l i g i o u s  agencies ,  foundat ions,  phi lan thropic  organi- 
za t ions ,  u n i v e r s i t i e s ,  t r a d e  unions, and business  f i rms  which a r e  
opera t ing  i n  La t in  America. There i s  ample evidence, it bel ieves ,  
t h a t  t e c h n i c a l  cooperat ion -- " the  systematic  shar ing  of t e c h n i c a l  
and s c i e n t i f i c  know1.edge and skills among peoples of d i f f e r e n t  coun- 
t r i e s v  - can be an e f f e c t i v e  long-range instrument  of U,S. f o r e i g n  
policy. 

The Committee i s  I1convinced t h a t  t echn ica l  cooperat ion has 
provided an unusual ly l a r g e  r e t u r n  f o r  a  r e l a t i v e l y  small investment 
of money, men, and effort . l1 Its ana lys i s  shows t h a t  t e c h n i c a l  coopera- 
t i o n  programs have benef i ted  a l l  cooperat ing coun t r i e s  and groups des- 
p i t e  a  number of important,  but  curable,  defec ts .  Before most of t h e  
needed improvements can be achieved, t h e  Committee s t r e s s e s ,  t h e  pro- 
grams must have long-range o rgan iza t iona l  and f i n a n c i a l  s t a b i l i t y .  
While concentrated on t h e  experience and needs i n  La t in  America, t h e  
Committee po in t s  out  that many of i t s  recommendations a l s o  apply t o  
t e c h n i c a l  cooperat ion programs i n  Asia, Afr ica  and t h e  Middle East ,  

Included i n  t h e  r e p o r t  a r e  more than  100 recommendations on 
p o l i c i e s  and methods which w i l l  he lp  publ ic  agencies ,  p r i v a t e  groups, 
and t h e  governments and peoples of L a t i n  America, through more o r d e r l y  
and e f f e c t i v e  t echn ica l  cooperation, t o  speed economic and s o c i a l  
d e v e l o p e n t ,  For i t s  ana:Lysis and conclusions, t h e  Committee was 
a b l e  t o  draw upon voluminous r e p o r t s  by r e sea rch  s t a f f  members, who -- 
under t h e  d i r e c t i o n  of Theodore W, Schultz ,  NPA Board member -- made 
f i rs t -hand s t u d i e s  i n  a l l  20 La t in  American republ ics .  

H. Chr i s t i an  Sonne, Chairman of t h e  NPA Board of Trus tees  
and a member of t h e  Specia l  Pol icy  Committee, r e l e a s i n g  t h e  r epor t ,  
sa id :  "The cons tant  l i n k i n g  i n  public  debate  of t e c h n i c a l  a s s i s t a n c e ,  
economic a id ,  and m i l i t a r y  a s s i s t a n c e  has had an unfor tunate  e f f e c t  



here  and abroad. It has l e d  t o  much unnecessary misunderstanding 
and l ack  of support  f o r  t echn ica l  cooperation -- a much happier 
and more accura te  term than  t e c h n i c a l  a s s i s t ance .  Technical coopera- 
t i o n  i s  something q u i t e  d i f f e r e n t  from economic a id ,  even though 
many underdeveloped count r ies  a r e  j u s t i f i e d  i n  seeking both. By 
no means, however, should t e c h n i c a l  cooperat ion ever be t i e d  t o  
m i l i t a r y  a l l i a n c e s ,  and it should be c l e a r l y  divorced from any t a i n t  
of colonialism. fl 

Xr. Sonne added: be l i eve  t h a t  continued and improved 
t echn ica l  cooperat ion can expedite  economic and s o c i a l  growth and 
p o l i t i c a l  independence i n  many p a r t s  of t h e  world. The United S t a t e s  -- 
which i s  spending f a r  more f o r  t echn ica l  cooperation than any o t h e r  
country through both  t h e  b i l a t e r a l  and m u l t i l a t e r a l  programs -- has 
a r e a l  and sobering r e s p o n s i b i l i t y  f o r  i t s  f u t u r e  success. The amounts 
needed w i l l  not  be l a r g e ,  but t h e  r e s u l t s  i n  terms of increased  goods, 
serv ices ,  and s a t i s f a c t i o n s  w i l l  be grea t .  This country can wel l  
a f fo rd  t h e  r e l a t i v e l y  modest investments needed, a s  ind ica ted  by t h e  
f a c t  that U.S. appropriat ions f o r  a l l  t echn ica l  cooperation - bi- 
l a t e r a l ,  UN, and OAS -- i n  t h e  cu r ren t  f i s c a l  year  a r e  only  a l i t t l e  
over $150 mi l l ion .  Appropriations f o r  defense and m i l i t a r y  a i d  a r e  
wel l  over 200 times a s  1arge.f' 

Laird Bell ,  Chairman of t h e  Specia l  Pol icy  Committee and 
member of t h e  NPA Board, pointed out: IfPeople of t h e  l e s s  developed 
count r ies  everywhere a r e  determined today t o  have b e t t e r  1evel.s of  
l i v i n g .  The La t in  American count r ies  a r e  on t h e  march. They w i l l  
progress wi th  o r  without our help, but  haphazardly, unevenly, slowly, 
and wi th  much waste motion if they a r e  n o t  given some kinds of help." 
He emphasized t h e  Committeefs conclusion tha t :  IfIn some countr ies ,  
t h e  d e a r t h  of c a p i t a l  f o r  economic development -- roads, dams, and 
the  l i k e  -- may make it f u t i l e  t o  share  only  knowledge and skil ls  
unless  elemental requirements f o r  c a p i t a l  a r e  a l s o  met." On t h e  
o t h e r  hand, "some countr ies  rece iv ing  loans and grants  f o r  economic 
a i d  and developmental a s s i s t a n c e  need t echn ica l  cooperat ion i n  o rde r  
t o  use t h e  funds effect,ively.n Under e i t h e r  circumstance, he sa id ,  
t h e  two programs should be c l o s e l y  r e l a t ed .  

The Committee's most d e t a i l e d  recommendations p e r t a i n  t o  
t h e  programs of  t h e  puhlic  agencies. The United S t a t e s ,  t h e  LTnited 
Nations, t h e  Organization of American S ta t e s ,  and t h e  Lat in  American 
governments, t h e  r e p o r t  says, have been "plagued by organiza t ional ,  
adminis t ra t ive ,  and f i n a n c i a l  i n s t a b i l i t y .  The hos t  coun t r i e s  have 
not  known whether they  could expect continuing cooperation. The 
p a r t i c i p a t i n g  agencies have been unable t o  r e c r u i t  and r e t a i n  enough 
well-qual if ied personnel t o  s t a f f  programs. S imi lar ly ,  i n  t h e  hos t  



countries the re  has been a serious shortage of well-qualified men 
and women wi l l ing  and able  t o  help administer the  jo in t  programs. 
Decision making has been held too c lose ly  i n  the  headquarters'  
o f f i c e s  of the  pa r t i c ipa t ing  agencies and i n  t he  min i s t r i e s  of t he  
host countries. Men and women i n  t h e  f i e l d  have had too l i t t l e  
leeway i n  planning and administering programs. There has been too 
l i t t l e  consultat ion and exchange of information among the  public 
agencies and pr ivate  groups concerning t h e i r  current  and prospective 
 program^.^ Furthermore, t he  committee f e e l s  t h a t  the re  has been too 
l i t t l e  recognit ion that spec i f i c  techniques which a r e  successful  i n  
one country cannot be e f fec t ive ly  applied unless they a r e  a l t e r ed  
t o  f i t  the  needs and s tage  of development of another country. The 
primary aim i s  t o  help develop techniques which can be widely dis- 
seminated and used i n  the par t i cu la r  host country. 

The Committee s t resses ,  a l so ,  t he  r o l e  of nongovernmental 
groups i n  technical  cooperation - not only i n  t h e i r  own pr iva te ly  
financed programs, but a l so  under pr ivate  contracts  with public 
agencies. Cooperation between t he  un ive r s i t i e s  of t he  United S ta tes  
and Lat in  America i n  developing t ra in ing  and research centers  t o  
serve t h e  needs of t he  host country i s  a pa r t i cu l a r l y  promising 
deve lopen t ,  according t o  the  Committee. Contracts f o r  university- 
to-university cooperation, financed by b i l a t e r a l  technical  coopera- 
t i o n  funds, have been increasing s t e ad i l y  s ince  1951. Most of t he  
t r a i n ing  of Lat in  Americans t o  improve technology and advance economic 
development should be done i n  the  un ivers i t i e s  of t h e i r  own countries. 
University-to-university cooperation w i l l  speed t he  revis ion and ex- 
pansion of cur r i cu la  and f a c i l i t i e s  necessary t o  do this. 

I n  addi t ion t o  recommendations on f i e l d s  of a c t i v i t y ,  admin- 
i s t r a t i o n ,  and policy matters, t he  Committee describes Latin America 
needs t o  which technical  cooperation programs should be t a i l o r ed  and 
t he  s t rengths  and weaknesses of d i f f e r e n t  methods of operation; sun+ 
marizes public and pr ivate  programs; and presents an appendix cox% 
ta in ing  s t a t i s t i c a l  and other  f a c tua l  information concerning t he  
developnent and s t a t u s  of technical  cooperation i n  Latin America. 



S W R Y  OF MAJOR RECOMUENDATIONS 

Overcoming F inanc ia l  I n s t a b i l i t y  

The United S t a t e s ,  UN, and OAS should inc rease  appropria- 
t i o n s  judic ious ly  from year  t o  year  a s  o the r  l i m i t a t i o n s  -- such a s  
personnel and o rgan iza t iona l  d i f f i c u l t i e s  -- a r e  overcome and mutually 
acceptable  programs developed which t h e  hos t  coun t r i e s  w i l l .  support  
1.vholeheartedly. 

Host coun t r i e s  should make matching e f f o r t s  t o  i n c r e a s e  
t h e i r  f i n a n c i a l  con t r ibu t ions  f o r  t e c h n i c a l  cooperation. 

A l l  member na t ions  of t h e  UN and OAS should inc rease  t h e i r  
con t r ibu t ions  f o r  t echn ica l  cooperat ion and pay t h e i r  pledges promptly. 
The United S t a t e s  should inc rease  i t s  con t r ibu t ions  t o  t h e  UN and OAS 
a s  r a p i d l y  a s  t h e  o the r  governments inc rease  t h e i r s ,  no t  exceeding, 
however, i t s  presznt  proport ion of t h e  t o t a l .  

Continuing appropr ia t ions  should be authorized f o r  U.S. 
t echn ica l  cooperat ion programs -- which i s  t h e  normal po l i cy  f o r  
cont inuing expenditures - r a t h e r  than  r eau thor i z ing  appropr ia t ions  
every year .  The UN and OAS should t a k e  s i m i l a r  ac t ion .  

Curing Administrat ive I n s t a b i l i t y  

The c r e a t i o n  of t he  semiautonomous I n t e r n a t i o n a l  Cooperation 
Administrat ion wi th in  t h e  S t a t e  Department was a d e s i r a b l e  move and 
presumably ended t h e  r ecu r r ing  reorganiza t ions  and confusion i n  t h e  
U.S. agency f o r  t e c h n i c a l  cooperation. 8 u t  I C A  should be given t o p  
management of proved a b i l i t y ,  and should promptly s e t  i t s  administra-  
t i v e  house i n  order.  It should cooperate c l o s e l y  wi th  o t h e r  U.S. 
government agencies ,  bu t  should not  d iv ide  i t s  r e s p o n s i b i l i t y  f o r  
t echn ica l  cooperation. 

The UN and OAS immediately should t ake  remedial  a c t i o n  t o  
overcome t h e  admin i s t r a t ive  i n s t a b i l i t y  and unce r t a in ty  which a l s o  
have cha rac te r i zed  t h e i r  programs. 

The L a t i n  American governments should t ake  g r e a t e r  pains t o  
a s s u r e  t h a t  r eques t s  f o r  a s s i s t a n c e  a r e  wel l  planned and t o  provide 
adequate f a c i l i t i e s  t o  make t h e  work of f o r e i g n  t echn ic i ans  p r o d u o  
t ive .  And they  should give more a t t e n t i o n  t o  c r e a t i n g  condi t ions  s o  
t h a t  t e c h n i c a l  cooperat ion p r o j e c t s  can be t r ans fe r r ed  a s  promptly 
a s  poss ib l e  t o  permanent l o c a l  agencies.  

Personnel - A Major Problem 

Finding and keeping q u a l i f i e d  "shirt-sleeve ambassadorsll 
a s  t e c h n i c a l  cooperat ion personnel should have f i r s t  c laim on t h e  



a t t e n t i o n  of I C A ,  U N ,  and OAS, a s  wel l  a s  t h e  p r i v a t e  groups whose 
programs a l s o  have been hampered by this continuing problem. 

The United S t a t e s ,  UN, and OAS -- which have c a r e e r  ser-  
v i c e s  f o r  r e g u l a r  employees -- should promptly p lace  i n  some form 
of ca ree r  s e r v i c e  t h e i r  a t iminis t ra t ive  and profess ional  personnel 
serv ing  abroad i n  t e c h n i c a l  cooperat ion programs. The work of 
ca ree r  employees, whose sus ta ined  s e r v i c e  i n  one hos t  country should 
be encouraged, could be supplemented a s  needed by short-time assign- 
ments of q u a l i f i e d  s p e c i a l i s t s  who a r e  o u t s i d e  t h e  c a r e e r  serv ice .  

The public  agencies  and U.S. u n i v e r s i t i e s ,  foundat ions,  and 
o t h e r  nongovernmental groups should cooperate  i n  e s t a b l i s h i n g  compre- 
hensive t r a i n i n g  courses f o r  prospect ive  and newly r e c r u i t e d  techni-  
c ians  f o r  s e r v i c e  abroad. 

L a t i n  American governments could i n c r e a s e  t h e  e f f ec t iveness  
of t e c h n i c a l  cooperat ion employees i f  t hey  would a c c e l e r a t e  moves t o  
improve publ ic  a d m i n i ~ t r a t ~ i o n  prac t ices .  C i v i l  s e r v i c e s  a r e  uns table ;  
o f t e n  government workers a r e  employed only  p a r t  t ime and a r e  poorly 
paid, unt ra ined ,  and p o l i t i c a l l y  dominated. 

A l l  t e c h n i c a l  cooperat ion agencies  and groups should empha- 
s i z e  programs f o r  t r a i n i n g  n a t i o n a l s  of t h e  host  coun t r i e s  a t  L a t i n  
American u n i v e r s i t i e s ,  f o r  expansion of spec ia l i zed  r eg iona l  t r a i n i n g  
c e n t e r s  and s h o r t  courses,  f o r  providing g ran t s  t o  s tudy abroad. 
And all should conduct cont inuing,  in-serv ice  t r a i n i n g  f o r  L a t i n  
American employees i n  each t e c h n i c a l  cooperat ion program and pro- 
jec t .  

The number of univers i ty- to-univers i ty  con t rac t s  f inanced  
by t h e  b i l a t e r a l  program and t h e  scope of a c t i v i t i e s  under them should 
be expanded a s  r a p i d l y  a s  t h e  p a r t i c i p a t i n g  u n i v e r s i t i e s  can agree  
on product ive programs and methods. The i n i t i a l  con t r ac t s  should 
provide s u f f i c i e n t  funds f o r  t h e  u n i v e r s i t i e s  t o  c a r r y  ou t  s i g n i f i -  
cant  coopera t ive  a c t i v i t i e s  and a l s o  t o  make plans f o r  cont inuing 
cooperation, i f  t h a t  seems des i r ab le ,  a f t e r  t h e  c o n t r a c t  expires .  

The U N  and OAS should a l s o  try universi ty- to-universi ty 
c o n t r a c t s  wi th  appropr ia te  i n s t i t u t i o n s  of t h e  United S t a t e s  and 
o t h e r  count r ies .  

F i e l d s  of A c t i v i t y  -- Pronrams t o  Meet La t in  American Needs 

Although s p e c i f i c  needs f o r  t echn ica l  cooperat ion d i f f e r  
from country t o  country, i n  most of L a t i n  America both t h e  publ ic  



agencies and p r i v a t e  groups should continue t o  g ive  a major share  
of a t t e n t i o n  t o  t h e  l a r g e  demands f o r  advances i n  h e a l t h  and sani ta-  
t i on ,  education, ag r i cu l tu re ,  and public  administrat ion.  

While much progress has been made on a l l  t hese  f r o n t s ,  much 
more should be done by public  agencies and p r iva te  groups t o  he lp  
meet t h e  most pressing needs of an a rea  where 60 percent  of t h e  t o t a l  
population i s  r u r a l ,  only a l i t t l e  over ha l f  of those over 1 0  years  
o ld  can read o r  wr i te ,  and l i f e  expectancy averages only about 45 
years.  

I n  addi t ion ,  a l l  public  agencies and p r i v a t e  groups should 
continue t h e i r  e f f o r t s  t o  develop worthwhile and needed programs i n  
indus t ry ,  mining, labor ,  t ranspor ta t ion ,  low-cost housing, community 
developnent, and ot:her f i e l d s  i n  which t echn ica l  cooperation has 
begun more recently.  

O ~ e r a t i o n s  i n  Host Countries 

The headquarters o f f i c e s  of t h e  public  agencies should 
determine broad p o l i c i e s  f o r  programs, bu t  once they a r e  es tabl i shed 
should leave  wide l a t i t u d e  t o  t h e  f i e l d  s t a f f  f o r  planning and admin- 
i s t e r i n g  p ro jec t s  i n  cooperation with the  o f f i c i a l s  of the  host  country. 

The headquarters o f f i c e s  of a l l  agencies and groups should 
provide more t echn ica l  advice and support t o  f i e l d  missions, a s  we l l  
as enough suppl ies  and demonstration equipnent t o  assure  t h a t  na t iona l s  
of host  count r ies  l e a r n  new techniques through a c t u a l  p r a c t i c e  r a t h e r  
than theory alone. 

Bet ter  methods should be developed f o r  preparing and rs. 
viewing both annual and long-range plans and f o r  assur ing  t h a t  pro- 
j e c t s  which art? part of t h e  on-going t echn ica l  cooperat ion programs 
a r e  t r ans fe r red  t o  domestic agencies. To this end a terminal  d a t e  
should be w r i t t e n  i n t o  t h e  o r i g i n a l  agreement e s t ab l i sh ing  each 
projec t .  

Technical cooperation programs should guard aga ins t  t h e  
in t roduct ion  of improvements which r equ i re  expenditures too g r e a t  
t o  permit t h e i r  wide adoption. 

The U N  should acce le ra t e ,  a s  funds become ava i l ab le ,  i t s  
s h i f t  from purely advisory a c t i v i t i e s  t o  t h e  assumption of j o i n t  
r e s p o n s i b i l i t y  with t h e  hos t  government f o r  opera t ion  of t echn ica l  
cooperat ion programs. And t h e  United S t a t e s  should continue i t s  
emphasis on j o i n t  operat ions.  



The OAS, w%ch has l i m i t e d  i t s  a c t i v i t i e s  almost e n t i r e l y  
t o  r eg iona l  t r a i n i n g  cen te r s  i n  Lat in  America, should enlarge  i ts  
t r a i n i n g  program a s  funds permit,  and should cons ider  more d i r e c t  
a s s i s t a n c e  t o  member governments i n  s e n s i t i v e  f i e l d s  such a s  some 
phases of public  adminis t ra t ion ,  a g r a r i a n  reform, and r a i s i n g  t h e  
s o c i a l  and economic l e v e l s  of t h e  Indian population. 

P r iva te  Groups 

A l l  p r iva t e  groups should continue and expand t h e  t r a n s f e r  
of knowledge and s k i l l s  t o  La t in  America. They have been g iv ing  
t echn ica l  a s s i s t a n c e  t o  La t in  Americans f o r  a much longer  period 
than  t h e  publ ic  agencies,  and t h e i r  number i s  s t e a d i l y  increasing.  
One of t h e i r  major a s s e t s  i s  freedom t o  experiment and innovate. 
They have a f u r t h e r  advantage i n  t h a t ,  a s  p r i v a t e  groups, t hey  a r e  
i n s u l a t e d  from any poss ib le  accusat ions of p o l i t i c a l  i n t e n t  and from 
cur ren t  f l u c t u a t i o n s  of f e e l i n g  toward t h e  U.S. Government. The 
U.S. business  f i rms,  t r a d e  unions, u n i v e r s i t i e s ,  r e l i g i o u s  groups, 
foundations, and phi lan thropic  organiza t ions  a r e  i n  a p a r t i c u l a r l y  
s t r a t e g i c  pos i t i on  t o  cooperate  wi th  nongovernmental groups and 
i n s t i t u t i o n s  i n  L a t i n  Ame.rica. A l l  publ ic  agencies  should make 
more use  i n  many of t h e i r  programs of c o n t r a c t s  w i th  q u a l i f i e d  pri- 
v a t e  groups. 

Inter-Agency Collaborat ion - 

J o i n t  consu l t a t ive  procedures f o r  r ep resen ta t ives  of t h e  
UN, OAS, and U.S. and La t in  American governments should be e s t ab l i shed  
i n  each hos t  country t o  a s su re  t h a t  t h e i r  programs a r e  planned so  
t h a t  a l l  complement t h e  country1s long-range development programs. 
A t  t h e  same time, t h e  public  agencies  should i n i t i a t e  an  o r d e r l y  and 
continuing exchange of information x i t h  p r i v a t e  groups i n  t h e  hos t  
country. 

An adequately s t a f f e d  t echn ica l  cooperat ion cle,aring house 
should be e s t ab l i shed  i n  t h e  United S t a t e s  by t h e  publ ic  agencies  
and p r iva te  groups. Such a c l e a r i n g  house should be supported by 
foundat ion grants  and by con t r ibu t ions  from p a r t i c i p a t i n g  groups. 
It should not  be dominated by t h e  public  agencies.  



SENATOR ELLENDER RECOMMENDATIONS ON 

THE MUTUAL SECURITY PROGRAM 

June 1956 

Senator  El lender  ( D . L ~ . )  has f i l e d  with t h e  Senate 
Appropriations Committee a country-by-country r e p o r t  
of h i s  t r i p  l a s t  f a l l .  He s e t  f o r t h  h i s  recommen- 
da t ions  i n  summary f a s h i o n  in the  Congressional 
Record of June 28 dur ing  debate on t h e  Mutual S e c u r i t y  
authorizat j .on b i l l .  Highl ights  of  h i s  recomqendations 
on  I C A  ope ra t ions  fol low. 

BFUKDOWN OF FUNDS 

The I C A  should be i n s t r u c t e d  t o  provide a t  l e a s t  six weeks 
i n  advance of hearings each year  a by-country breakdown of funds i n  
"p ipe l ine"  s t a t u s ,  counterpar t  balances and unobligated and ob l iga t ed  
funds. This  information would he lp  the  Appropriations Committee s e e  
a c t u a l  f i s c a l  needs and i n d i c a t e  where unused funds might be recaptured 
f o r  new uses and/or r e d i s t r i b u t i o n .  

PRO CRAMMING 

Planners should adopt t h e  r u l e  of reason i n  programming. I C A  
Washington should cease r eve r s ing  l o c a l  admin i s t r a t ive  dec i s ions  a s  t o  
t h e  wisdom o f  undertaking any spec i f i c  p ro jec t .  Reportedly, t h e  Taiwan 
USOM turned  down a proposed hydroe lec t r i c  p r o j e c t  on ly  t o  be reversed  
by Washington....Use o f  counterpar t  balances o r  o t h e r  funds t o  balance 
l o c a l  government budgets should be discontinued a t  once....The Committee 
s t a f f  should i n v e s t i g a t e  the  inf luence  of t he  Chinese Technical Mission 
i n  t h e  U.S., which r epor t ed ly  can  acqui re  Washington approval of pro- 
grams which loca l - leva1  admin i s t r a to r s  r e j e c t e d  a s  not feas ib le . . . . .  
The Nixon plan f o r  American . f inancing  of  educat ing  Formosan and o t h e r  
Asian na t iona l s  i n  American schools  should be abandoned, a s  should be 
the  proposed program f o r  U.S. f inanc ing  of a Na t iona l i s t  Chinese G I  b i l l  
o f  r i g h t s .  

AUDITS 

Special. General Accounting Office teams should be dispatched 
t o  Formosa, South Korea, and t h e  Associated S t a t e s  f o r  a complete a u d i t  
of I C A  accounts.  The a i d  program i n  t h e s e  na t ions  i s  foundering i n  
f i s c a l  chaos. 

T igh te r  j u s t i f i c a t i o n s  should be requi red  o f  I C A  o f f i c i a l s  
and present  t r a n s f e r a b i l i t y  provis ions  should be reexamined. P r e s e n t l y  



allowed leeway seems t o  have r e s u l t e d  i n  a complete breakdown o f  program 
c o n t r o l  by t h e  Congress i n  almost  a l l  a r e a s  of t h e  world. 

No such programs should be undertaken anyuhere un le s s  t h e  
l o c a l  economy can  j u s t i f y  them. The U.S.-financed g l a s s  f a c t o r y  i n  
Formosa i s  c i t e d  a s  a case  wherein t h e  product i s  i n  n e g l i g i b l e  demand. 

CONSIDEUTION TO MCAL CONDITIQNS 

I n  r e h a b i l i t a t i n g  any war-ravaged land,  o r  i n  extending 
t e c h n i c a l  ass j - s tance  i n  community development, hea l th ,  e tc . ,  admin- 
i s t r a t o r s  should t a k e  i n t o  cons ide ra t ion  normal l i v i n g  h a b i t s  of  t h e  
area.  Senator  El lender  c r i t i c i z e s  bui ld ing  b r i c k  and s tone  s t r u c t u r e s  
i n  Korea t o  rep lace  those  of  t r a d i t i o n a l  Korean ma te r i a l s ,  while  corn- 
mending I C A  e f f o r t s  i n  t h e  Ph i l i pp ines  where t h e  l o c a l  b a r r i o  cl.ean- 
up campaign makes sense. 

SCVIET COMPETITION 

Indian  and Egf l t ian  t h r e a t s  t o  e n l i s t  Sovie t  a i d  un le s s  
America meets c e r t a i n  demands should be ignored. Our a i d  e f f o r t  i n  
Ind ia  should be governed by a r u l e  of reason consonant with r e spec t ab le  
requirements and o u r  p re sen t  f i s c a l  c a p a b i l i t i e s .  The U.S. should not  
y i e l d  t o  p re s su re  which amounts i n  essence t o  i n t e r n a t i o n a l  blackmail.  

YUGOSLAVIA 

Senator  El lender  compliments t h e  manner i n  which o u r  a l l i e s  
a r e  a s s i s t i n g  t h e  Yugoslavian a i d  program, t h e  f i r s t  example of  a 
p r a c t i c e  which should be extended t o  every  na t ion  p r e s e n t l y  r ece iv ing  
U.S. a id .  We should i n s i s t  on f u l l  i n spec t ion  of  t h e  use t o  which o u r  
m i l i t a r y  a ld  is put,  and not  give Yugoslavia a i d  o n  a " c a r t e  blanchen 
bas is .  

INDIA 

A reexamination is  needed i n  t h e  Ind ia  program, where a t r e -  
mendous backlog of unexpended balances e x i s t s .  New app ropr i a t ions  f o r  
Ind ia  should be c u r t a i l e d  f o r  t h i s  a r e a  u n t i l  t h e s e  balances are reduced. 

The a i d  program should be reeva lua ted  i n  Thailand, where 
tremendous sums o f  money have been spen t  wi th  appa ren t ly  no apprec i ab le  
r e s u l t s .  

There should be a coord ina ted  program i n  t h e  i n f a n t  Republics 
of Laos, Cambodia, and Vietnam, wi th  a s p e c i f i c  number o f  o b j e c t i v e s  



promulgated and implemented a t  once.  Aid i n  t h i s  a r e a  has  been o n  a 
piecemeal b a s i s ,  wi th  no a s su rance  t h a t  any comprehensive improvement 
w i l l  r e s u l t .  We should  p r e s s  f o r  t h e  removal o f  new and a r t i f i c i a l  
t r a d e  b a r r i e r s  which p r e s e n t l y  choke t r a d e  among t h e  t h r e e  na t i ons .  
U.S. e f f o r t s  should be conf ined  t o  programs which w i l l  q u i c k l y  show 
r e s u l t s .  The c r y i n g  need i n  f r e e  Asia i s  f o r  a i d  which w i l l  b e t t e r  
c o n d i t i o n s  today,  no t  tomorrow. Under no c i rcumstances  should U.S. 
funds be used t o  c o n s t r ~ c t  a  new pa l ace  f o r  t h e  King o f  Laos. Here, 
as i n  Thai land,  no commitments should be  g iven  as t o  t h e  scope o r  
l e n g t h  of  t h e  a i d  program. E f f o r t s  a r e  p r e s e n t l y  underway to o b t a i n  
commitments f o r  a long-term c a p i t a l  investment  program. These should  
no t  b e  given.  P l ans  f o r  c o n s t r u c t i n g  and ma in t a in ing  a m i l i t a r y  academy 
i n  Cambodia should be abandoned. ICA a d m i n i s t r a t o r s  should  cea se  
a c c e p t i n g  c o u n t e r p a r t  f u ~ d s  genera ted  by t h e  s a l e  of i tems purchased 
wi th  app rop r i a t ed  d o l l a r s  as l o c a l  government c o n t r i b u t i o n s  i n  Vietnam 
and o t h e r  a r e a s ;  I C A  o f f i c i a l s  should be  discouraged f m m  r e s o r t i n g  t o  
what i s  an  obvious  sub t e r fuge  i n  t h e  m a t t e r  of l o c a l  c o n t r i b u t i o n s .  
The U.S. should s t o p  f i n a n c i n g  t h e  sma l l  con t i ngen t  o f  French t r o o p s  
remaining i n  Vietnam, an  u n c o n s c ~ o n a b l e  p r a c t i c e .  

BURMA 

There cou ld  be a modest a s s i s t a n c e  e f f o r t  i n  Burma, where 
t e c h n i c a l  a i d  i n  p a r t i c u l a r  i s  u r g e n t l y  needed. Arrangements could be 
made t o  permit  reimbursement by t h e  Burmese f o r  any  a i d  rendered them 
s i n c e  t h e y  do not  d e s i r e  American handouts.  

PHILIPPINES 

Our Government should  make immediate and s t r o n g  r e p r e s e n t a t  i ons  
t o  t h a t  Government r e s p e c t i n g  t h e  c o l l e c t i o n  o f  t a x e s  l e v i e d ,  t o  t h e  end 
t h a t  e i t h e r  l o c a l  government c o n t r i b u t i o n s  t o  t h e  a i d  e f f o r t  a r e  i n -  
c reased  o r  our  program is  c u r t a i l e d .  

JAPAN 

No a i d  program should be  under taken  i n  Japan, b u t  t h e  U.S. 
could assist  t h e  Japanese,  through e x i s t i n g  d i p l o m a t i c  channels ,  i n  
f i n d i n g  o u t l e t s  f o r  t h e i r  manufactur ing ou tpu t .  Sena to r  E l l e n d e r  under- 
s t a n d s  t h a t  t h e  U.S. Ambassador recommended a g a i n s t  a n  a i d  program b u t  
was ove r r i dden  by Washington. 

KOREA 

The U.S. should cea se  p rov id ing  d i r e c t  budge ta ry  suppor t  t o  
t h e  ROK Government. The a i d  program should be r e s t u d i e d  w i th  a view 
toward i n c r e a s i n g  p r i v a t e  c a p i t a l  p a r t i c i p a t i o n  r a t h e r  t h a n  s o c i a l i z a t i o n  
of t h e  Kcrean economy. 



GAO REPORT ON LEBANON 

On June 7, 1956, t h e  Comptroller General o f  t h e  United S t a t e s  
submitted to t h e  Congress t h e  GAO r e p o r t  on i ts  examination o f  t h e  
U. S. Assis tance Program f o r  Lebanon a s  administered by ICA and by i t s  
predecessor  agencies,, The r epor t  .covers t h e  period from t h e  incep t ion  
o f  t h e  program i n  1952 through f i s c a l  year  1955 and was based on a r e -  
view, a s  of  June 30, 1955, of p e r t i n e n t  records and procedures a t  t h e  
Washington o f f i c e  of I C A  and t h e  overseas mission i n  Lebanon. 

The review covered the  f i n a n c i a l  and o t h e r  admin i s t r a t ive  
procedures with which t h e  a s s i s t a n c e  program was c a r r i e d  out ,  wi th  par- 
t i c u l a r  re ference  t o  t h e  development a s s i s t a n c e  program authorized i n  
1954 and 1955, and se l ec t ed  major t e c h n i c a l  a s s i s t a n c e  p ro jec t s .  The s tudy  
a l s o  i n c l d e d  a survey of c e r t a j n  r eg iona l  a s s i s t a n c e  a c t i v i t i e s  which I C A  
has c a r r i e d  on i n  k b a n o n  f o r  t h e  b e n e f i t  o f  t h e  e n t i r e  Near Eas t  and 
Afr ica  area. 

Following is a summary o f  t h e  r e p o r t ' s  f i nd ings r  

Summary of Findings 

1. Strong top- leve l  planning with t h e  hos t  government is made 
d i f f i c u l t  because of t h e  l ack  of an o v e r - a l l  planning agency wi th in  t h e  
Government of Lsbanon. The Mission advises ,  however, t h a t  Lebanon is 
making some progress  toward e s t a b l i s h i n g  such a body. 

2. I n  view of t h e  mul t ip le  a s s i s t a n c e  e f f o r t s  i n  Lebanon by 
var ious  organiza t ions  i n  add i t ion  t o  ICA, such as t h e  United Nations, t h e  
French Agr i cu l tu ra l  Mission, and t h e  Ford Foundation, t h e r e  is a need f o r  
c l o s e r  coordination. 

3. Forward planning of i nd iv idua l  p r o j e c t s  by t h e  f i e l d  staff 
i s  required.  The 1956 budget e s t ima tes  were prepared by t h e  Washington 
o f f i c e  without  d e t a i l e d  support ing plans submitted by t h e  t e c h n i c a l  s t a f f s  
i n  t h e  f i e l d ,  

4, The hos t  country has  been r e l u c t a n t  t o  assume a fair  sha re  
of  t h e  c o s t s  of t h e  cooperat ive program as s t i p u l a t e d  i n  t h e  b i l a t e r a l  
ag reemnts .  While con t r jbu t ions  f o r  o f f i c e  space and o t h e r  l o c a l  support  
have become more adequate a t  t h e  i n s i s t e n c e  of t h e  USOM, t h e  United S t a t e s  
has received no accounting of such cont r ibut ions .  

5. The procurement of e q u i p ~ n t  ard of t echn ica l  s e r v i c e s  i n  
t h e  United S t a t e s  has been excess ive ly  slow and has impeded t h e  implementa- 
t i o n  of s e v e r a l  p ro jec t  agreements. 



6 .  The 1954 s p e c i a l  economic a s s i s t a n c e  program su f fe red  
from l a c k  of  planning and slow progress. 

7, The USOM1s Divis ion  of Agr icul ture  has not  appl ied  t h e  
necessary vigorous approach t o  expedi te  a g r i c u l t u r a l  p ro jec t  implementa- 
t i o n  a d  e f f e c t  maximum u t i l i z a t i o n  of a i d  funds. The Mission Di rec to r  
has made arrangements f o r  per iodic  d i r e c t  meetings with t h e  Min i s t ry  o f  
Agr icul ture  t o  br ing  about b e t t e r  mutual understanding and coopera t ion  by  
t h e  Lebanese a u t h o r i t i e s .  

8. Techn3.cal a s s i s t a n c e  funds were used f o r  two p r o j e c t s  which 
c o n s t i t u t e  development a s s i s t ance t  (a)  cons t ruc t ion  c o s t s  of a  new bu i ld -  
i n g  f o r  t h e  Indus t ry  I n s t i t u t e ,  and (b )  cons t ruc t ion  of  c e r t a i n  i r r i g a t i o n  
canals ,  

9. F inancia l  procedures and records r equ i re  improvement. Speci- 
f i c  ac t ion  i s  needed t o  c l e a r  up t h e  l a r g e  moun t  of und i s t r ibu ted  expendi- 
t u r e s ;  divided f i n a n c i a l  r e s p o n s i b i l i t y  between t h e  Mission and Washington 
has prevented un i f i ed  accounting con t ro l ;  t h e  a l l o c a t i o n  of c o s t s  between 
admin i s t r a t ive  and program funds has  been inequ i t ab le ;  and t h e  funct ions  
of t h e  Mission Con t ro l l e r  should be strengthened. 

10. - The reg iona l  t r a i n j n g  program a t  t h e  American Univers i ty  of 
Bei ru t  r equ i re s  a  f u l l  po l i cy  review. F u l l  d i s c l o s u r e  should be made t o  
t h e  Congress of i ts  objectives and s p e c i f i c  s anc t ion  obta ined  f o r  such 
use of  mutual s e c u r i t y  funds. 

Cancel la t ion  of  1955 Development Assis tance 

The GAO examination a l so  d e a l t  v l t h  t h e  o b l i g a t i o n  i n  1955 o f  
$5.7 m i l l i o n  under a development a s s i s t a n c e  agreement, t h e  subsequent can- 
c e l l a t i o n  o f  t h i s  agreement i n  1956, and t h e  intended d i spos t ion  of t h e  
$5.7 mi l l i on  which became a v a i l a b l e  by v i r t u e  of t h e  cance l l a t ion ,  

I n  view of t h e  unusual circumstances underlying t h e  ob l iga t ion  
and deob l iga t ion  o f  t h e s e  funds, t h e  r e p o r t  q t a t e d  t h a t  t h e  GAO had ques- 
t ioned  whether it would be admin i s t r a t ive ly  proper  f o r  ICA t o  exe rc i se  i t s  
l e g i s l a t i v e  a u t h o r j t y  t o  reprogram t h e s e  funds-- their  thought being t h a t  
I C A  should earmark them as unavai lab le  f o r  o b l i g a t i o n  and a t  t h e  proper  
time t r a n s f e r  them to t h e  Treasury. GAO w a s  informed, however, t h a t  t h e  
Di rec to r  of I C A  had a l r eady  indica ted  h i s  i n t e n t i o n  not  t o  reprogram t h e  
$5.7 mi l l i on  made a v a i l a b l e  through c a n c e l l a t i o n  o f  t h e  l o a n  agreement. 
The r e p o r t  s t a t e d  t h a t  t h e  a c t u a l  d i s p o s i t i o n  of t hese  funds w i l l  be a sce r -  
t a ined  i n  connection with GAOts per iod ic  a u d i t  of  ICA f i n a n c i a l  opera t ions ,  



PART I11 -= 

NEW PROPOSALS ON 

THE FOREIGN A I D  PROGRAM 

The i n c l u s i o n  o f  t h e  f o l l o w i n g  p l ans  and p roposa l s  
i s  not  t o  be cons t rued  a s  c o n s t i t u t i r ~ g  an  endorse- 
ment o f  e i t h e r  t h e i r  b a s i c  premises  o r  t h e i r  
recommendations. Ne i ther  have t h e y  been "selected1 '  
o n  a n y  b a s i s  o t h e r  t h a n  t h e  s imple  f a c t  o f  having 
been s e n t  i n t o  t h e  agency, t h e  S ta te  Department o r  
t h e  White House by t h e i r  proponents ,  o r  o f  having 
appeared i n  t h e  p r e s s .  



A NEW FOREIGN ECONOMIC POLICY - -  
FOR THE UNITED STATES -- 

Attached is a summary of  t h e  major proposals  

advanced by Professors  Hax Mil l ikan  and 

W. W. Rostow i n  t h e i r  s tudy of U.S. f o r e i g n  

economic policy,  and excerpts  from t h e i r  

report.  

This mater ia l  was pr in ted  i n  t h e  

C h r i s t i a n  Science Monitor o f  May - 



Thuraday,' May 31.15'56 

A New Foreign Economic Policy 
for the United States 

There has been a strong feeling, even among administratom 
themselves, that a whole new approach to United States for- 
eign aid has to be fashioned. In a 104-page document, ex- 
cerpted on this page, Profs. Max Millikan and W. W. Rostow, 
eeonomista of the Massachusetts Institute of Technology and 
of the Center for Ifiternational Studies, bet down their pro- 
possls made at the request of high government officials. The 
report now is being studied by the National Security Council 
and may well have significant influence on future economic 
foreign policy trends. Both authors have served as govern- 
ment consultants and participated in broad strategic planning. 
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It  is the thesis of this paper that a much- The second priority task of our foreign policy 
expanded long-term program of American Par- is to use our influpnce to promote the evolutjon 

of a world in which threats to our security and 
ticipation in the economic development of the more broadly to our way of life are  less likely 
underdeveloped areas can and should be one of to arise. . . . 
the most important means for furthering the 
purposes of American foreign policy. We believe 
such a program can be so designed as to be a 
principal and effective instrument in our efforts 
to produce political, social, and psychological 
results in our interest. 

Specifically we believe that such a program is 
one of the few concrete instruments available 
to us for achieving the twofold result of (1) in- 
creasing the awareness elsewhere in the world 
that the goals, aspirations, and values of the 
peoples of other countries are in large part the 
same as ours, and ( 2 )  developing viable, energetlc, 
and confident democratic societies through the 
free world. 

To be effective such a program would require 
United States Government expenditure somewhat 
larger than current spending for economic aid. 
On the other hand: it would permit the. orderly 
a.sposa1 of at least some of our large agricultural 
surpluses, and the additional money needed 
would be small compared to what we will have 
to  spend in desperate efforts to salvage situations 
which have been permitted to degenerate such 
as  South Korea and Indochina and to put out 
additional brushfires if they get started. The 
costs of such a program would be .insignificant 
compared to the costs of waging limited wars. 

Program Purposes Weighed 
The general philosophy of such a program as 

well as its detailed design must, of course, depend 
on what it  is supposed to accomplish. Underlying 
much of the controversy over development assist- 
ance programs are  differences, usually implicit 
rather than explicit, as to the purposes of such 
programs. Are they mainly to win friends for 
the United States, to strengthen the military 
capabilities of our allies, to induce other countries 
to follow foreign policies to bur liking, to reduce 
the appeal of communism to the poverty stricken, 
to benefit the United States economically, to sup- 
port prlvate enterprise economies, to induce 
healthy internal political development abroad, to 
raise living standarcls for humanitarian reasons, 
or for any of a dozen other purposes? 

Insofar as the United States national interest 
is taken as a point of departure, these differences 
of objective spring from even more fundamental 
differences as to what constitute the principal 
dangers and opportunities confronting us in our 
relations with the rest of the world. Before de- 
veloping in detail, therefore, the case for a new 
foreign economic policy for the United States, 
i t  is important to try to state briefly the foreign 
policy context into which such a program 1s 
designed to fit. 

As we see it  there are two priority tasks for 
United States foreign policy. The first of these 
is to meet effectively the threat to our security 
posed by the danger of overt military aggression. 
This danger arises, at the moment, from the capa- 
bilities and possible future intentions of the 
Communist-bloc countries. It  is to be met prl- 
marily first by maintaining or increasing United 
States military strength and second by solidifying 
alliances with other countries in a position td 
contribute significantly to American strength. . . . 

'S~able  Base Needed 
Underlying the proposals in  this paper is the 

conviction that the United States has put 
relatively too much emphasis in recent years 
on pacts, treaties, negotiation, and international 
diplomacy and too little on measures to promote 
the evolution of stable, effective, and democratic 
societies abroad which can be relied upon not to 
generate conflict because their own national in- 
terests parallel ours and because they are politi- 
cally healthy and mature. This conviction, in  turn, 
is based upon an estimate of the nature of the 
forces a t  work in the world making for change. 

It  has become a commonplace that we are in 
the midst of a great world revolution in the 
horizons and expectations of the world's peoples. 
For centuries the bulk of the worlcl's population 
has been politically inert. Outside America and 
Western Europe, and even in parts of the latter, 
the pattern of society has remained until recently 
essentially feudal, the possibility of change has 
for most people seemed remote, and political 
activity has been confined to a tiny elite. Within 
the past 40 years two world wars and a phe- 
nomenal increase in the ease and effectiveness of 
communication have fundamentally altered the 
perspectives of hundreds of millions of people. 
The last 15 years have witnessed a Deaf  acceler- 
ation i n  this process. . . . 

This revolution is rapidly exposing previously 
apathetic peoples to the possibility .of change, is 
creating new aspirations for education, social 
improvement, and economic development, and is 
at the same time breaking down traditional insti- 
tutions and culture 'patterns which have in the 
,past constituted the cement holding society to- 
gether. In short, the world community is becoming 
both more interdependent and more fluid than it  
has probably been at  any time in history. 

This fluidity presents us both with a great 
danger and a great opportunity. The danger is 
that the forces of instability and disintegration 
will get out of hand, that increasing numbers of 
people will become convinced that their. new 
aspiratipns can be met only through violent 
change and the renunciation of democratic insti- 
tutions. The danger is greatly enhanced by the 
existence of a philosophy-comm~~nism-which 
gives this course intellectual appeal, and a power 
apparatus-the Soviet conspiracy-which can mo- 
bilize and direct it. 

I t  is our conviction that such successes as 
communism have achieved are  due not so much 
to any inherent attractions in Communist ideology 
a s  to the fact that the Communist:: have recog- 
nized their opportunities to exploit thls revolution 
of rising expectations. Where they have been 
most successful their appeals have not been nar- 
rowly doctrinaire but have been closely tied to 
the emerging desires of local groups. Even in the 
Stalin era the party line was not, as it was so 
often pictured by Western observers, rigid and 
unyielding, but was tailored lotally to the par- 
ticular interest of Indonesian villagers or Italian 
workers or Vietnamese peasants. . . . 

We for our part have largely failed to provide 
an alternative focus. We are increasingly seen 



in the u t~romn~i t te~ l  arcas of thc'!r.orlcl .:&I: a po\vcr 
at bcst n~uro t ic  and at [vorst. agcrest:l?zr, prc- 
occupicd with military preparations amci with a 
game oi international power diplomacy !vh~ch 
has 110 mraning for the newly aw'alic~led ordi~lary 
citizen. We are no l o n ~ e r  identified, as wre once 
were, with the aspirations of people lor social 
and ecoilomic improvement or. ~vith thc utopian 
image of a socicty designed to satisfy those 
aspirations. 

Our grcat opportunity lies, of' course, In the 
circum;tancc that ill fact we have developed 
more successfully than any other nation the 
techniques-social, political, and economic-for 
giving efTcct to widespread popular desires for 
change without either compulsion or social dis- 
organization. Recognizing that these techniques 
must be adapted to local conditions abroad, we 
nonetheless have enormous potential for steering 
the world's newly aroused human energies in  
constructive rather than destructive directions. 
Our influence can, of course, be no more than 
marginal. The political, social, and economic de- 
velopment of foreign areas is a task for the 
peoples of these areas themsclves, and we cannot 
insure that they will do it well or badly. 

But two consideratioils suggest that it would 
be inexcusable for the United States not to exert 
to the utmost whatever marginal influence we 
have. In the first place we have a compelling 
national interest in promoting a world environ- 
ment in which we ourselves can live freely, 
secure both from the menace of hostile states 
and the distraction of chaotic ones. In the second 
place American society is at its best when we 
are wrestling with the positive problems of 
building a better world. . . . 

[The report then discusses four miscoriceptions 
about economic aid: that it will "bring us friends," 
"strengthen foreign military capabilities," "guar- 
antee reliance on private enterprise," and that 
"communism springs from hunger."] 

In the face of the powerful battery of argu- 
ments that whatever the economic effect of 
economic programs (and we have yet to examine 
whether even an economic effect can be expected) 
th'e political and psychological effects can be 
contrary to our interests, how can the thesis 
stated at  the opening of this paper be defended? 
Would i t  not be better to  leave the peoples of 
the underdeveloped areas of the world it) a state 
of placid stagnation rather than arouse expec- 
tations that neither we nor they can possibly 
satisfy and expose their societies to the risk of 
social and political disintegration? 

We have already suggested an obvious negative 
answer. The question implies an option that is 
not in fact open to us. The process of change 
is already inevitably and irreversibly under way, 
the expectations are already aroused, and the 
economic, political, and social revolutio~l of the 
underdeveloped areas is already inexotably on 
the march. . . . This alteration will be accelerated 
in the coming decades. Hence the alternative of 
supporting semifeudal stability is a mirage. 

Powerful Case Exists 
More constructively, however, there exists a 

powerful, positive case for an active promotion 
of economic development. The substance of this 
case can be found in the political, social, and 
psychological effects that a well-conceived eco- 
nomic development program can be made to 
have. Some actual increase in the per capita 
availability of material goods, while not enough 
by itself, is certainly a necessary condition under 
modern circumstances . h r  the ,development of 
stable and peaceful socitties and for the .viability 
of democratic institutiohs. 

E!.en mo:c i~npor l :~~i t ,  ho\vr!.c~.. arc thc conti- 
dence genrratcd 113' n scnsc of proKrc.>s, thc social 
mol>ility, thc octlrt for leatlrr-hip rn-rryr:;, the 
national coli~sion, thr col~sr~liclation of ncw indi- 
vif!~1:1 and group ! r a l ~ ~ ~ ~ ,  thc disco~~cry of new 
sources of satisfaction atid achicvcmcnt which a 
concentration on social and economic development 
can bring. . . . 

How can eronomic'development propams serve 
these lofty ends? To see this we must first develop 
more fttlly some of the requirements that must 
be met if thesc areas are to achieve political 
maturity: 

1. There must be posed for the leadership and 
the people of each country challenging and con- 
structi\.e internal tasks which will capture the 
imaginations and harness the energies of persons 
.throughout the society. . . . 

2. The constructive issues around which unity 
?lid cohcsion arc to be forged must relate to 
Ihc emerging aspirations of all classes and regions 
in the society. The fight against international 
coinmunism is neither sufficiently meaningful nor 
suficiently related to the current hopes of the 
hulk of thc peoples of the underdeveloped areas 
to be an effective standard. around which to 
mobilize political activity. . . . 

3. These countries must find ways of'develop- 
ing new, young, and vigorous leadersh~p. . . . 

4. Related to the recruitment of new leader- 
ship Is the need for greatly increased social, 
economic, and political mobility. . . . 

5. Related to this fact is the requirement, if 
these countries are to achieve mature political 
development, of finding ways to bridge the almost 
unbelievable gulf between the urban classes, 
often Western educated, and the countryside. . . . 

6. Perhaps the most critical requirement is 
that the people of these countries develop a 
degree of confidence both as a nation and aS 
individuals and small communities that thcy can 
through their own eflorts make progress with 
thtir problems. . . . 

I .  The sense of confidence is also the chief 
prerequisite for the development of satisfactory 
exlernal relations with the rest of the world. 

Eco~lolllic Progl-ams Weighed 
It  should be apparent that whether economic 

programs have desirable political and psycho- 
,logical effects in terms of these requirements for 
the growth of political maturity will depend on 
how they are carried through. We have had 
experience with aid programs which justify all 
the scornful strictures of their opponents, and 
which have been not merely neutral in their 
efTect and hence wasteful but positively harmful 
to our interests. . . . But, properly designed and 
administered, econon~ic programs are  one of the 
few levers of influence available to us which 
have a serious chance of influencing in important 
ways political developments in the underdevel- 
oped areas. . . . 

Finally, many kinds of economic programs 
provide opportunities to demonstrate deinocracy 
in action which are much more convincing than 
either abstract discussion or the operation of elec- 
toral machinpry divorced from real problems. . . . 

There are  possibilities in international coopera- 
tion on economic issues to demonstrate not only 
the common goals shared by the peoples of one 
country with those of another but also helpful 
ways in which those goals are being pursued 
abroad which correct false images of forelgn 
societies. . . . The United States, in  advising 
and consulting on labor-management relations, 
on the organization of cooperatives, on agri- 
cultural extension, on educational methods, on 



land reform, on local p,ove~.n~nen:, nl: training 
and recrui t~nrnt  of spcci~t l i~ts ,  ir,anogcrs, fn~emen ,  
civil servalits, adminislrators. and the lilcc, both 
nationally and especially locally. has endlcss 
opportunities to illust.rate American valurs as  
to de~nocratic action, soclal rcsponslbllily, free 
mobility of persons, ttc.. in pel.suasivc ways 
divorced from the obscurity of llnfamiliar ideo- 
logical terminolugy. . . . 

We have a unique opportunity. Wc alone ill 
all the world ha\-e the abundant resources to 
make s~ lch  (rconomic) g ~ o w t h  possible. Others 
can and should contribute for a variety of reasons. 
We should promote not an exclusively American 
program but a partnership program in which all 
the industrialized countries slioultl be invited to 
participate. If we take the leadership in such a 
program we need not fear,  anti we can even 
welcome. Soviet participation. 

The Communist bloc is probahly both unable 
and unwilling to supply by itself the  \rolurne of 
assistance that could fiuittully be used. As long 
as IVC fail to exert leadership and restrict our 
efforts to  a scale suflicientl.y meager so that the 
Communist world can afford to  match it, com- 
munism will make effective political capital out 
of the aid "competition." Rut if we take the 
initiative boldly and on an imaginative scale we 
can actually encourage Soviet contributions with- 
out fear that they will dominate the program. . . . 

Economic programs which are neutral with 
respect to the political issues which rouse men's 
passions nonetheless can be effective instruments 
of political influence, not in the sense that they 
will r x r u i t  allies but in the much more funda- 
mental sense that they can develop political 
responsibility. . . ,. 

An important illustration of this principle is 
to be found in our policies toward colonialism. 
W e '  should be more vigoro~rsly on the side of 
freedom and indepenclcnce for subject peoples. . . . 

It' would be hard for the colonial powers to 
den?. that a v i e o r o ~ ~ s  and ~vorldwide program 
of assistance to economic 'de\relopment must 
logicalIy include the colonial areas, . . . 
Period of Development. 
We. are. convinced that a skillful program of 

economic and technicel assistance coi~ld bolh 
acccleratc independence ancl taltc much of the  
dynamite out of the syinbols of colonialism if 
it is puisued with vigor and imagination well 
before the dynamite has begun to explode. 

The central proposal of this paper is that the 
United States should, for reasons stated in the 
preceding section, take the leadership i n  a new 
international partnership program.fsr world eco- 
nomic growth. The purposes of the program 
would be firs1 to make available suffic~ent capital 
to  permit the low-income countries to launch an 
ultimately sclf-sustaining process of econon~ic 
developmcnt, second to stimulate and assist the 
underdevcioped countries to overcome obstacles 
to their own development other than capital 
availability, and, third, to create a climate of 
intcrnatior~al economic activity in which the 
economies of the industrialized countries of 
Europe and Japan, a s  well as the United States, 
could flourish and continue to grow. . . . 

Once societies are stirred from the 1etharg.y of 
traditional economic stagnation, thcir transition 
to mature self-sustained growth can be d~v idcd  
into three phases. 

Firs:, there is a substanlial period during which 
the  preconditions for economic progress are 
establislicd. The idca that eco~lomic progress 
is possible spreads. Education, fox some at least, 
broadens and changes to suit the needs of modern 
economic activity. New enterprising men come 
forward willillg to mobilize savings and to take 
risks in pursuit of profit. . . . 

S e c . ~ ~ n ~ I ,  there i.> i h r  rnm!~lc.x transition to a 
position whet.e s~~st;ti!ieil cconolnic growttl be- 
romcs posslblc. . . . 

Third, conics llic l o u z  d a z e  of rcfiular if 
fl:.~ctun!ing pvocrc.. . 'inme I0 to 20 per cent of 
tllr 11iit1011al ~ I ~ C - < I I , I C  ::: s~rad i ly  in\~estcd. The 
s t r t~cture  ol the economy changes unceasingly 
as teclir~ique improves. . . . 

Finally, when the country has demonstrated 
its capacity for growth, two things reduce the 
requirc~ncnt for extraordinary channels for the 
provision of outsidc capital. First, the country 
is now generating out of its own rising outpllt 
thc resources to plow back into its own capltal 
formation: and, second, investment opportuntt~es 
a re  emerging which comllare favorably in profit 
prospects with thosc In other developed countries. 
Thus tho normal chan~lr ls  of international capital 
supply can be rclied on to take over the burden 
of any net capital inflow s1.ill required. . . . 
P~*econtlitioi~s for Growth 

In  the light of this analysis it is essential to  
nole that the following proposals do not open 
the United States up to an endless, open-ended 
world-wide claim on its resources. Our object is 
to assist countries in establishing the precondi- 
tions for growth (mainly through technical 
assistance) and to assist them with capital in 
the decisive period of transition. When a country 
has passed the transition,. it should be in a po- 
sition to operate on its own with and only from 
normal international capital market institutions. 
Our proposals do not involve American commit- 
ments beyond a margin of resources which we  
can mobilize without great strain. 

The central proposal here put  forward is that 
the Unitecl States should participate with the 
other deveioped nations in a program designed 
to give assurance to any underdeveloped free 
world country that it could secure as large a 
volumd of resources as it could demonstrate that 
it could use productively on fairly strict criteria 
of productivity. . . . 

Wg believe . . . that thc amounts which would 
be taken up under such a n  offer over the next 
10 years or so, while higher than current levels 
of international capital moven-lent, would not a t  
the most be more than three 01 four billion 
dollars a year higher. Only a portion of this 
amount would necrl to be in the form of funds 
providetl by the United States Government, a 
major f r a c ~ i o n  of that portion could be in the  
form of loans rather than grants, and a sub- 
stantial part of it could be supplied in the form 
of United States agricultural surpluses. 

Allocatio~~ Co~iaiclered 
If this program were adopted, the problem of 

how to allocate the available funds equitably 
among recipient countries would not arise. Every 
request fo r  assistance which met criteria of pro- 
duct,ivity . . . would be granted. . . . The leverage exerted by such a program 
on econo~nic and political development would 
operate in two'ways. In the first place, the, addi- 
tional resources would make possible programs 
that cannot now be implemented for lack of 
foreign cxchange or local funds or both. In the 
secoild place, great pressure would be placed on 
recipieilt governments to  take the  steps required 
to  ~na l t e  their countries eligible for  assistance of 
this kind. . . . 

The essence of the partnership plan here pro- 
posed is that i t  would remove the one bottleneck 
over which the underdeveloped countries cannot 
have much control-lack of capital. If the plan 
were adopted, each free world country would 



know that ~ r . h c ~ ~ c \ . r ~ .  and ~ r z h c ~ . c ~ ' r r  it .was nl>lc 
to  dcmon:>l~.atc that it cor~ld usc r r n u 1 . c ~ ~  ~)r-n- 
ducti\~cly in thr rontcxt of a sensil1lr pl-r>jil.am, 
the rcaorlrces woulci be maclc ar~ailal~lr:  \vithout 
an:. sort nf mili lar.  or political strings. . . . 

The  plan would squarely placc the  burclen of 

rcsponsibility for economic g r o ~ r t h  on the under- 
de\~elopctl countric!: themsc11.c~. . . . 

This incen~ive  eflcct of thc plan \\:ill be strong 
only if a number of conditions are  satisfied. First, 
the rccipient countries must be convinced that 
thc plan docs not havc narrowly polltical or 
military ohjcctives. . . . 

This docs not mcan that money should bc givcn 
away "\cithout strings." A set of criteria should 
be establishctl by an iritcrnational body in which 
both supplying and rccipient countries would 
participatc. . . . 

These would include a condition that develop- 
ment be undertaken for the benefit of the eritire 
population of the recipient country, and that the  
goals of the devclopment program be referred to  
and approved by the electorate in a genuinely 
democratic manner. . . . 

T h ~ s  suggests that the sponsorzhip of the pro- 
gram must be international rather than national. 
If the criteria for eligibility are established by a n  
international body in the deliberations of which 
the recipient countrirs themsel\~es participate, 
they will have confidence that these criteria a re  
not political. . . . 

We believc the incentive effects of the plan will 
be much more pronounced if it is world wide in  
application than if it is limitctl to onc or two 
regions of the world like Southcast Asia and the 
Middle East. . . . 

Fi i~al ly ,  the program mill have vcry little in- 
centive effect if it is not assured of continuity 
over a number of ycars. . . . 
Prohlem of Specialization 

What of ~ a ~ a n ' a n d  the indusirialized countries 
of Western Europe? Their problems can also be 
met in large measure by a plan of this sort. Thcy 
no longer face a shortage of resources for self- 
reinforcing development, but they do face a 
problem of international specialization correlative 
t o  that faced by underdeveloped countries. . . . 
They need two things: markets in which they can 
sell those goods they can producc most cheaply. 
and sources for food and r aw materials which 
they cannot efficiently produce a t  home. 

If development elsewhere in the world takes 
f o r ~ n s  whlch provide ihese expanded markets 
and increased supplies, the industrialized coun- 
tries can continue to grow. . . . 

The second element of the  plan required for 
t he  growth of the indrrstrialized countries is a 
serious effort on the part  of the United States 
to open its  markets 011 a long-term basis t o  
producers elsewhere in the world. . . . 

Many of the  underdeveloped countries have a 
huge unutilized resource available to be used for  
developmental purposes in  their unemployed o r  
underemployed labor force. In  most of the Asian 
countries there are many people now idle o r  
ineffectively employed whose labor, jf rr~obilized, 
could be used i o  build roads, buildings, canals, 
and irrigation works, to reclaim land, to modern- 
ize villages, and the like. 

They remain unemployed for three reasons. 
First, the governments of these countries may not 
have the administrative skills or the supervisory 

talent to put Ihctn io !\,ol.k. Srconrl, t l ~ c r c  is a 
lack of cil l~il l~l~i ' l~l . .  . - I I C . C C ~ S ; I I . Y  111 CVCII  Lhc most 
Ial,or-intcl~sivcc ~;i.,>;rct.;, i f  only lrar~d tool:;-in be  
usrrl 1,)' the \rlorltcrs. 'T'hirtl, the adtlitinnal dc- 
nlnnrls for fond ant1 fll>r~.s which wou!d result  
il.orn hiring prcsrntly ~lntlernourishctl workers 
and payine them a rnonsy waCe w o ~ l d  rcsult in 
i~~f l a t ion  of prircs in the rorlntry in rlrrcstion. This 
last difficulty can bc met by importing agricul- 
tural  commodities to cover the atlditionnl clemanrls 
of ncwly employed workers. 

Thus, where administrative bottlcnrcks can be  
ovcrcomc and wtierc 'capital equipment can 
bc matlc avallal~lc,  agricullural commodities 
can be an jn~por tant  par t  of devclopment assist- 
ance. Wherc thcse other two conditions arc  not 
met,  the movement of agricultural commodities 
to  undrrdcvcloped rounti.ies can have very dam- 
aaing effects. For if thcre is a n  inccrease in 
agricultural supplics without any corresponding 
increase in demand, agricr~ltural  priccs may fa l l  
sharply, reducing the inconles of peasants and 
slowing or stopping programs of agricultural and 
village improvement. Furthermore,  some of the  
underdcvcloped countries a re  themselves ex- 
porters of agricultural surpluses, and depend o n  
the sale of these surpluses for t he  imports which 
they, in turn,  require for their own development. 
Thus the unplanned dumping abroad of agri- 
cultural surpluscs can be much worse than useless. 
I t  can be disastrous. 

Eco~ioniic Rottlc~iccks 
Experts who have looked a t  the problem a r e  

convinced, however, that in the context of a 
development program which also provides capital  
goods and which is planned for some years ahead 
in the light of the various bottlenecks existing i n  
the economy of the recipient country, there a r e  
possibilities for the use of a very substantial  
volume of agricultural commodities in assistance 
programs. The FAO, for instance, has  estimated 
that something likc $100,000,000 worth of agri- 
cultural surpluses could be used annually in India 
in  connection with all expansion of $250,000,000 
per year in her investment program. 

I t  should be emphasized that  this is  a program 
which will not achicve i ts  basically political a n d  
psychological purposes unless i ts  fundamental 
features are preserved. Dilution could prove ex- 
trcmely dangerous. The sharp  edges of policy 
which must be preserved appear to be  these: 

1. The  additional sums envisaged must b e  
large enough to remove capital a s  a bottleneck 
to  growth, under the tough criteria of productivity 
envisaged. 

2. There must be no tie between economic aid 
and military pacts; and no explicit political con- 
ditions within the free world beyond the  require- 
131ent that development goals be democratically 
established. An aid program with strings yields 
satellites, not partners. 

3. The plan must look to a long future  and  
envisage a sustained U ~ ~ i t e d  Statcs effort. 

4. There must bc a real measure of inter- 
national contribution and international adminis- 
tration. 

Without these elements, the proposal would 
probably be rejected by some nations we would 
wish to see join in the effort, f ~ r  example, India. 
With these elements maintained, we believe ih is  
plan will go f a r  toward restoring and maintaining 
the  uni ts  of the free world. 



THE JAVITS PROPOSAL -- - 
by Benjamin A .  J a v i t s  

The J a v i t s  proposal is  i n  t h e  form of a d r a f t  congressional. b i l l ,  
s u b i t t e d  t o  the  Senate F o r e l ~ n  Rela t ions  Committee and t h e  H~IIX,SF F~ox~eign 
A f  f e  i ~s r n m : ~ i  t t .ee  , @ut,l ining the necessary machinery by which fo re ign  ~ i r l  
a t  the  government l e v e l  can be replnced by a v i a b l e  program of p r i v a t e  
investment- tor-profi t  abroad. 

The Act would c r e a t e  a n  I n t e r n a t i o n a l  Development Corporation t o  
commence and t o  opera te  temporari ly as a United S t a t e s  government agency t o  
~er for r r i  world-wide investment and banking funct ions ;  snd eventual ly ta became 
a p r i  V R  t.e Corpors t i on .  

The Treasury w o u l t l  be issued a l l  Class A s tock  of t h e  Corporation, 
i r ~ i ~ t :  $i00,000,Ol)l) (one hunl;red m i l  l i o n  d o l l a r s  ) , ca r ry ing  a l l  vo t ing  s i g h t s .  
A publ ic  i s s u e  of 5,000,000,000 ( f i v e  b i l l i o n )  sha res  of Class B non-voting 
s tock  would be s o l d  i n  t h e  Unjted S t a t e s  and abroad a t  t h e  equiva lent  t o  t h e  
Corpors t i o n  of $5 per  share .  A t  such t,i:oe when 2,000,000,000 (two b i l l i o n )  
shares  of Class  B s tock  have been so ld ,  tfhc Corporation would r e t i r e  e l a s s  A 
s tock  a t  par  value,  have a conlplete accounting with t h e  Goverm~ent and become 
a p r i v a t e  Corporation with vot ing  r i g h t s  i n  t h e  publicly-held Class  B s tock .  

The Act would au thor i ze  t h e  United S t a t e s  Government t o  loan  l a r g e  
sums of money t o  t h e  Corporation with which it can supplenent  its $100,000,000 
c a p i t a l  u n t i l  such time ss it has so ld  s u f f i c i e n t  s tock  t o  t h e  publ ic  t o  pay 
o f f  t he  Government and be s e l f - f i m n c i n g .  The d r a f t e r s  envis ion  t h e  inves+,- 
ment p o t e n t i a l  of t h i s  Corporation t o  be hundreds of b i l l i o n s  of d o l l a r s  over 
t h e  next  twenty-five t o  f i f t y  years .  

The proposal i s  designed f o r  long-term equ i ty  f inancing ,  e s p e c i a l l y  
i n  t h e  under-developed a r e a s  of t h e  world. Its most s a l i e n t  po in t  i s  t h a t ,  
f o r  t h e  first t h e ,  it would provide t h e  veh ic l e  f o r  t h e  a c t i v e  p a r t i c i p a t i o n  
of t h e  mass American pub l i c  i n  cooperat ion with t h e  nass  pub l i c s  of a l l  t h e  
na t ions  of t he  world, i n  a g i a a n t g  people-to-people, business-to-business 
e f f o r t  toward t h e  bui l5 ing  of economic s e c u r i t y  f o r  a l l .  M r .  J a v i t s  envisions 
t h a t  t h i s  program of peoples i n v e s t i n g  together  and i n  each o the r  toward t h e  
s o l u t i o n  of economic problems common t o  a l l ,  could s u s t a i n  p rozpe r i ty  inde f i -  
n i t e l y ,  maintain full employment f o r  decades t o  come, open up m r k e t s  f o r  
world surp luses ,  r a i s e  l i v i n g  s tandards  i n  a l l  t h e  na t ions  of t h e  world, and 
s i g n i f i c a n t l y  f u r t h e r  t h e  prospects  of permanent peace. 



THE REUTHER PROPOSAL -- ... 

March 1956 

Attached is a  copy of t h e  10-point p l an  f o r  an 
"adequate and imaginat ive long-range program o f  
economic and s o c i a l  cons t ruc t ion"  s e t  f o r t h  by 
Walter P. Reuther i n  a l e t t e r  t o  Sec re t a ry  n u l l e s  
on March 23rd. 

Brfef ly ,  t he  plan envis ions  a World Fund f o r  
Peace, P rospe r i ty  and Progress  t o  which the U,S. 
would commit i t s e l f  t o  a con t r ibu t ion  equal t o  
2 percent  o f  o u r  gross na t iona l  product f o r  a  
per iod o f  25 years  f o r  t h e  purpose of he lp ing  
peoples of t h e  economically l e s s  developed 
na t ions  t o  he lp  themselves i n  developing t h e i r  
own economic resources,  r a f s i n g  s tandards  of  
lj ving, hea l th ,  education, e t c ,  

The USSR would be urged t o  p a r t i c i p a t e  by making 
a  similar commitment, and t h e  program would be 
admir~is te red  through t h e  United Nations and 
m u l t i l a t e r a l  agencies,  



REUTHER PROPOSAL 

1. World Fund f o r  Peace, Prosper i ty ,  and Progress  

The people of t h e  United S t a t e s ,  through t h e i r  government, 
commit themselves t o  c o n t r i b u t e  t o  a  World Fund f o r  Peace, P rospe r i t y  
and Progress,  a sum equal  t o  2 per  c e n t  of t h e  gross  n a t i o n a l  pro- 
duc t  of t h e  United S t a t e s  f o r  a  per iod of  25  y e a r s  f o r  t h e  purpose 
of  he lp ing  peoples o f  t h e  economically l e s s  developed n a t i o n s  t o  
h e l p  themselves i n  developing t h e i r  own economic r e sou rces  and rais- 
i n g  t h e i r  s t anda rd  o f  l i v i n g ,  t h e i r  s t anda rd  of  h e a l t h  and t h e i r  
s tandard  of education. 

Two per c e n t  of  our  p re sen t  g ross  n a t i o n a l  product f o r  a 
2 s y e a r  per iod  would be  l e s s  t h a n  what seven months of World War 
I1 wil l  have c o s t  t h e  American people i n  terms o f  d o l l a r s ,  no t  
count ing t h e  p r i c e l e s s  and ines t imab le  l o s s  i n  human l i v e s  and 
human va lues .  'Nhile urging a r educ t ion  o f  a l l  forms of armaments 
under a system of e f f e c t i v e  and u n i v e r s a l  c o n t r o l ,  this United 
S t a t e s  2 s y e a r  commitment should be made without  q u a l i f i c a t i o n s  
and would be  e f f e c t i v e  without  regard  t o  t h e  success  o r  f a i l u r e  o f  
disarmament e f f o r t s .  

If disarmament e f f o r t s  succeed, a s  we a l l  pray, t hen  t h e  
United S t a t e s  would express  i t s  wi l l i ngnes s  t o  s h a r e  t h e  economic 
sav ings  made p o s s i b l e  by a r educ t ion  i n  t h e  m i l i t a r y  budget by 
c o n t r i b u t i n g  50  per  c e n t  of t h e s e  sav ings  t o  augnent t h e  fund pro- 
vided by t h e  2 per  c e n t  g ros s  n a t i o n a l  product a l locat i ion.  Such a  
sha r ing  of  t h e  sav ings  made poss ib l e  by r educ t ion  i n  armaments 
would be f o r  t h e  same 2 s y e a r  period. 

2. USSR Should be Urged t o  P a r t i c i p a t e  

To g ive  subs tance  and t o  b u i l d  upon t h e  3eneva s p i r i t ,  
t h e  United S t a t e s  would r e q u e s t  t h e  USSR t o  make a similar cormit- 
ment t o  t h e  World Fund f o r  Peace, P r o s p e r i t y  and Progress  equal  t o  
2 percent  of t h e  gross  n a t i o n a l  product of t h e  Sov ie t  Union f o r  a  
per iod of 25  years .  F u r t h e r  agreement should be sought t o  have t h e  
USSR cormnit i t s e l f  t o  shar ing  on a 50-50 b a s i s  t h e  economic sav ings  
t h a t  would r e s u l t  i n  a  r educ t ion  o f  arms spending, A l l  o t h e r  na t ions  
a b l e  t o  c o n t r i b u t e  t o  t h e  Norld Fund f o r  Peace, P r o s p e r i t y  and Fro- 
g r e s s  should be  urged t o  do s o  w i th in  t h e  limit of  t h e i r  resources .  



With both t h e  United S t a t e s  and t h e  USSR p a r t i c i p a t i n g  i n  
such a proposal, we could usher  i n  an e r a  of peaceful  competi t ive 
c e e x i s t e n c e  wi th  each of our two s o c i a l  systems having an  opportunity 
i n  terms of peace-time values t o  demonstrate i t s  worth. Thus t h e  
people of the  world would have an  opportunity t o  measure p o l i t i c a l  
propaganda aga ins t  p r a c t i c a l  performance. Such a contes t  would 
demonstrate which economic and s o c i a l  system could bui ld  and make 
a v a i l a b l e  the  most e f f i c i e n t  nuclear  r e a c t o r  f o r  man's peaceful use 
r a t h e r  than which could bui ld  t h e  most devas ta t ing  nuclear  bomb f o r  
manls des t ruc t ion .  I n  such a con tes t  of peaceful  values,  I am confi- 
dent  t h a t  t h e  f r e e  world has a margin of s u p e r i o r i t y ,  f o r  only ' i n  a n  
atmosphere of freedom can t h e  c r e a t i v e  genius of t h e  human s p i r i t  
f i n d  f u l l  expression. 

Program Administered through U.N. and Multi-Lateral Agencies 

The United S t a t e s  should propose t h a t  t h e  World Fund f o r  
Peace, Prosper i ty  anct Progress would be administered through t h e  
United Nations e i t h e r  through e x i s t i n g  s p e c i a l  agencies o r  through 
t h e  c r e a t i o n  of a new s p e c i a l  agency so t h a t  t h e  broadest  poss ib le  
mul t i - l a t e ra l  approach can be made t o  t h e  problem of economic and 
s o c i a l  construct ion.  

4. Sharing O u r  Food Abundance 

I n  a world half-fed and half-s tarving,  America's food abund- 
ance must be considered a g r e a t  blessing.  Much of t h e  world s u f f e r s  
from a se r ious  food shortage and, so long a s  people a r e  hungry and 
e x i s t  on inadequate d i e t s ,  America cannot coqs:.Cer t h a t  t h e r e  i s  a 
food surplus.  The bes t ,  most sens ib le  and moral place t o  s t o r e  food 
su rp luses  i s  t h e  empt,y b e l l i e s  of half-s tarved people. 

T h i s  generous share  of our food abundance over a long period, 
u n t i l  t he  economically l e s s  developed a reas  of t h e  world can adequately 
inc rease  t h e i r  own food suppl ies ,  would r e l e a s e  t h e  s p i r i t u a l  f o r c e  of 
human s o l i d a r i t y ,  which would be of g r e a t e r  power than a l l  t h e  &Bombs 
i n  our s tockpi le .  Provisions could be made t o  i n s u r e  t h a t  t h e  d i s -  
t r i b u t i o n  of America':: food abundance would be used t o  r a i s e  and im. 
prove t h e  d i e t s  of needy people under arrangements t h a t  would no t  
d i s l o c a t e  t h e  econorrUr of any country t h a t  exports  g ra ins  o r  food 
s t u f f s .  

5.  -. Creation of a Federal  Scholarship Program t o  Train Technical Task 
Force 

The United S t a t e s  should c r e a t e  a federal ly-f inanced scholar- 
s h i p  program t o  expand and t o  expedite  t h e  t r a i n i n g  of competent and 



despera te ly  needed s c i e n t i s t s ,  doctors ,  engineers,  t eache r s  and 
tee-hicians t o  serve  a s  a  t e c h n i c a l  t,ask f o r c e  wherever needed and 
des i r ed  t o  he lp  c a r r y  out  t h e  program of the  World Fund f o r  Peace, 
Frosper i ty  and Frogress. 

Students should be awarded scholarships  on t h e  b a s i s  of 
competitive examinations. Upon the  corripletion of t h e i r  schooling 
wi th in  t h e i r  r e spec t ive  f i e l d s  of choice and i n  keeping with t h e  
high acaderiic s tandards required,  t h e s e  young Americans w i l l  have 
cont rac ted  t o  serve  i n  any country where t h e i r  t r a i n i n g  and conpe- 
terice i s  needed and des i r ed  t o  implement t h e  program of t h e  '?ro~-ld 
Fund f o r  Peace, Prosper i ty  and Progress. Such s e r v i c e  a s  a  t e c h n i c a l  
missionary would be far a period of one yea r  g r e a t e r  than and i n  l i e u  
of t h e i r  normal m i l i t a r y  service.  

There can be no doubt t h a t  t h e  more young Americans we a r e  
prepared t o  t r a i n  and send abroad a s  a  t echn ica l  t a sk  f o r c e  i n  t h e  
p o s i t i v e  s t rugg le  aga ins t  poverty, hunger, ignorance, and d i sease  
equipped with s l i d e  ru le ,  t e s t  book and medical k i t ,  -- t h e  t o c l s  
of peace -- t h e  fewer we w i l l  need t o  send abroad v ~ i t h  guns, flame 
throwers and t h e  weapons of war. 

The cos t  of th5s scho la r sh ip  program s h a l l  be charged a g a i n s t  
t h e  2 per cen t  of our commitment of gross  na t ional  production. 

6 .  Economic Aid Available Equally t o  Unaligned a s  \'fell a s  Aligned -- 
Nations 

United S t a t e s  economic a i d  should be made ava i l ab le  t o  
every f r e e  and independent na t ion  without any p o l i t i c a l  s t r i n g s  
whatsoever. Aid should be made ava i l ab le  both i n  loans  and out- 
r i g h t  grants  on t h e  bas i s  of need, giving equal cons idera t ion  t o  
na t ions  who choose t o  jo in  a l l i a n c e s  and those  who choose t o  re- 
main unaligned. 

Tota l i ta r ianism may i n s i s t  upon p o l i t i c a l  conformity but 
the  f r e e  world must achieve u n i t y  i n  d i v e r s i t y .  Such a c l e a r l y  de- 
f ined  and executed policy w i l l  d i s p e l  both by words and deeds t h e  
confusion and concern of our f r i e n d s  i n  c e r t a i n  of t h e  unaligned 
nat ions.  America must make it c l e a r  t h a t  we have no d e s i r e  t o  re- 
make o t h e r s  i n  our own image, t h a t  our  only  motive i s  t o  bui ld  and 
strengthen a j u s t  and l a s t i n g  peace and t o  make freedom and s o c i a l  
j u s t i c e  universa l .  



7. Uni ted S t a t e s  Aid Ava i l ab l e  A t  Once 

While t h e  Uni ted Nat ions  i s  cons ide r i ng  t h e  c r e a t i o n  of  
t h e  Fund f o r  Peace, P r o s p e r i t y  and Progress ,  t h e  Uni ted S t a t e s  
s h a l l  begin a t  once t o  make i t s  c o n t r i b u t i o n  o f  2 pe r  c e n t  of i t s  
g ro s s  n a t i o n a l  p roduc t  and s h a l l  coope ra t e  i n  expepding t h e s e  funds 
through e x i s t i n g  m u l t i - l a t e r a l  agenc i e s  such a s  SUNFF', t h e  Colombo 
Flan and such o t h e r  m u l t i - l a t e r a l  agenc ies  wherever p o s s i b l e  and 
p r a c t i c a l .  

8. Long-Range Economic Commitments 

Long-range economic c o m i t m e n t s  a r e  e s s e n t i a l  i n  d e a l i n g  
w i t h  long-range econornic problems. Ou t r i gh t  g r a n t s  should b e  made 
-tihere t h e  need i s  g r e a t  and urgen t ,  on a common sense  economic a p  
proach. Loans should be  long-term wi th  low i n t e r e s t  r a t e s  and re- 
~ y a b l e  i n  t r a d e  o r  currency a t  t h e  op t i on  of  t h e  n a t i o n  r e c e i v i n g  t h e  
a i d .  There should  b e  a moratorium on t h e  payment o f  i n t e r e s t  and 
p r i n c i j i a l  u n t i l  l i v i n g  s t anda rds  of  a n a t i o n  r e c e i v i n g  such a. id have 
been ra i sed .  t o  t h e  l e v e l  adequa te  t o  p rov ide  b a s i c  l i v i n g  n e c e s s i t i e s  
i n  food,  c l g t h i n g ,  s h e l t e r ,  h e a l t h  and educat ion.  

9 .  Anti-Colonialism 

The hundreds of  m i l l i o n s  o f  people  i n  t h e  economical ly  l e s s  
developed n a t i o n s  neeti our  economic a i d  b u t  t h e i r  need f o r  o u r  f r i end -  
s h i p  and o u r  unders tand ing  i s  e q u a l l y  g r e a t .  Some of  t h e s e  people  
have j u s t  won t h e i r  s t r u g g l e  f o r  p o l i t i c a l  independence wh i l e  o t h e r s  
a r e  st i l l .  engaged i n  t h a t  s t r u g g l e .  

I n  many a r e a s  of  t h e  world where men s t r u g g l e  t o  be f r e e ,  
t h e y  borrow t h e  s logans  and t hey  draw i n s p i r a t i o n  from t h e  American 
Revolut ion.  ~ i l i l l i o n s  a r e  ded i ca t ed  and determined t o  g i v e  l i f e  and 
meaning t o  t h e  words, l l A 1 1  men a r e  c r e a t e d  equal ."  Vashington, 
J e f f e r s o n  and Lincoln a r e  t h e i r  heroes .  Unfor tuna te ly ,  some of 
t h e s e  people,  wh i l e  fo l lowing  i n  t h e  f o o t s t e p s  of t h e  American 
Revolut ion,  f e e l  t h a t  America 's  m a t e r i a l  p r o s p e r i t y  has  dinxed o u r  
image of  o u r  07m Revol.ution and has  weakened ou r  f a i t h  i n  i t s  prin- 
c i p l e s .  .Je need t o  d i s p e l  t h i s  doubt  and, by word and deed, r e a f -  
f i r m  h e r i c a l s  devo t i an  t o  t h e  i d e a l s  of human freedom and t h e  worth  
and d i g n i t y  of  t h e  i n d i v i d u a l  which i n s p i r e d  t h e  American Revolution.  

Vie need t o  speak o u t  c l e a r l y  and a c t  courageously  a g a i n s t  
a l l  forms of co lon ia l i sm.  u\ie need t o  make i t  unmistakably c l e a r ,  
r e g a r d l e s s  of o u r  m i l i t a r y  a l l i a n c e s ,  t h a t  we a re  opposed t o  a l l  
forms o f  c o l o n i a l  domination on moral grounds and t h a t  we  suppo r t  
t h e  r i g h t s  o f  a l l  people  t o  p o l i t i c a l  independence and se l f -de te r -  
 ina at ion. 



10. Race Rela t ions  and Equal Opportunity a t  Home 

Moral s t a t u r e  i s  an indispensable  ing red ien t  t o  t h e  na t ions  
who would share  i n  the  l eade r sh ip  i n  t h e  f r e e  world. Our moral 
s tanding  w i l l  be judged by t h e  peoples of t h e  world, not  by our  
s logans but  r a t h e r  by how we meet t h e  chal lenge of providing equal  
oppor tuni ty  of p o l i t i c a l  and economic c i t i z e n s h i p  t o  a l l  Americans, 
r ega rd le s s  of race ,  creed o r  color.  

One-half of t h e  world's people a r e  dark i n  sk in  and t h e i r  
experience with t h e  white  man, most of which took place dur ing  a  
period of c o l o n i a l  domination, has been a  b i t t e r  one. They look 
t o  America and they  s h a l l  pass  moral judgnent on America by t h e  
degree of moral courage and enl ightened r e s p o n s i b i l i t y  t h a t  we 
apply i n  ending d i sc r imina t ion  and second-class c i t i z e n s h i p  i n  
America. 

The f u l l  implementation of t h e  h i s t o r i c  dec is ions  of t h e  
Supreme Court o f f e r  us an  opportuni ty t o  demonstrate America's 
cont inuing dedica t ion  t o  moral concepts and human values. Only 
thus  can we square American democracy's p r a c t i c a l  performance wi th  
i t s  noble promises i n  t h e  f i e l d  of r ace  r e l a t i o n s .  Only thus  shall 
we be a b l e  and worthy t o  con t r ibu te  t o  moral l eade r sh ip  i n  t h e  f r e e  
world. 

This is  a n  e l e c t i o n  year ,  and e l e c t i o n  years  a r e  supposed 
t o  breed t i m i d i t y  and caut ion.  World events  and human needs, h o ~  
ever, w i l l  cont inue t o  demand our  a t t e n t i o n .  There i s  no reason 
t o  suppose t h a t  t h e  American people a r e  not  acquainted wi th  this 
simple t r u t h .  Nor i s  t h e r e  any reason t o  be l i eve  t h a t  t h e  American 
people, r ega rd le s s  of pa r ty  l a b e l s ,  w i l l  shr ink,  from commitments 
t h a t  a r e  necessary, that a r e  honest ly explained and s e r i o u s l y  ad- 
vanced i n  t h e  sea rch  f o r  an honorable and durable  peace. 

The Committees of Congress w i l l  s h o r t l y  be  holding hear ings  
on economic a id .  Upon your r e t u r n  from Southeast Asia, you can reach  
t h e  American people through these  committees and d i r e c t l y .  You can 
t e l l  them where we s tand  i n  t h e  unaligned reaches of t h e  world. 
You can appeal  t o  Congress and t h e  people f o r  a  r e v e r s a l  of t h e  
t rend  t h a t  runs  t o  m i l i t a r y  preparedness almost t o  t h e  exclusion 
of t h e  economic support  without which c r u c i a l  a r e a s  of t h e  e a r t h  
may f a l t e r ,  n u l l i f y i n g  t h e  e f f e c t  of a l l  our  a l l i a n c e s .  

The American people w i l l  l i s t e n  and they  w i l l  s anc t ion  t h e  
boldes t  a c t i o n  geared t o  those  p o s i t i v e  peacetime ends. For they  
w i l l  understand that t h e  c o s t s  of such a  program w i l l  u l t ima te ly  be 
reckoned, no t  i n  d o l l a r s  and cents  a lone  o r  pr imari ly,  but  i n  mi l l i ons  
of l i v e s  spared, i n  na t ions  not  devastated by hydrogen bomb a t t a c k ,  
i n  c i v i l i z a t i o n  saved from ru in ,  i n  humanity f r e e d  f o r  a c t i o n  i n  t h e  
never-ending and rewarding t a s k s  of peace. 



KRUPPIS PROPOSAL OF POINT 9 -- 

March 19% 

Attached i s  a copy of the .  proposed program of t echn ica l  
a s s i s t ance  t o  be sponsored by p r iva te  en te rp r i se  on a 
j o i n t  i n t e r n a t i o n a l  bas is ,  uhich was o r ig ina ted  by 
Fr ied r i ch  Krupp, of Essen, Germany, and submitted by 
Berthold Beitz ,  General Manager of  Fried. Krupp, Essen, 
t o  t h e  Department of  S t a t e  e a r l y  in  March. 

The proposal i s  based on t h e  general premise t h a t  t h e r e  
i s  need f o r  a p r i v a t e  e n t e r p r i s e  program of i n d u s t r i a l  de- 
velopment which w i l l  ( 1 )  p lace  technica l  a s s i s t ance  on a 
" t rade  not a i d n  bas is ;  ( 2 )  e l iminate  suggestions of  p o l i t i -  
c a l  inf luence  and pressure;  ( 3 )  u t i l i z e  t echn ica l  s k i l l s  
ava i l ab le  t o  p r i v a t e  en te rp r i se ;  ( k )  provide more e f f i c i e n t  
and economic management f o r  technica l  ass is tance;  and 
( 5 )  eliminate the  appearance of m i l i t a r y  influence i n  the  
program. 

The p lan  envisions t h a t  t h e  U.S. would pmvide  c r e d i t s  
on someuhat more l i b e r a l  terms than i s  customary and lend 
psychological and moral support t o  a program of cons t ruct ion  
of c a p i t a l  p ro jec t s  by in te rna t iona l  syndicates o f  compa- 
n ies  experienced i n  t h e  f i e l d .  Proposals f o r  the  con- 
s t r u c t i o n  of s t e e l  p lants ,  brjdges, hydroelec t r ic  s t a t i o n s ,  
e t c .  m u l d  be formulated by t h e  underdeveloped countr ies  
and con t rac t s  awarded t o  an i n t e r n a t i o n a l  syndicate. The 
syndicate would extend the  requi red  c r e d i t  t o  t h e  under- 
developed country, but would i n  t u r n  "probably need 
governmental banking ass i s t ance  which could o n l y  be pro- 
vided by ins t rumenta l i t i e s  of the  U.S. Government, 
although some c r e d i t  needs could undoubtedly be provided 
by p r i v a t e   source^.^ 



KRUPPIS PROPOSAL OF POINT 3 -- 

Program o.f Technical Assistance Sponsored by Pr iva te  
Enterpr ise  on J o i n t  I n t e r n a t i o n a l  Basis  

I. Nature o f  Proposal 

Point IV$ is  an extension,  with c e r t a i n  very s i g n i f i c a n t  
modif icat ions,  of the  U.S. Governmental t echn ica l  a s s i s t ance  known 
genera l ly  a s  Point  I V .  The modif icat ion may be summarized, as follows: 

( a )  Poin t  IV* p r o j e c t s  w i l l  be c a r r i e d  o u t  - not 
by t h e  U.S. o r  any o t h e r  government - bu t  by 
a syndica te  of p r iva te  f i rms - American, German, 
Br i t i sh ,  French and poss ib ly  o t h e r s  - on a 
Hprof i t f l  and not  a ngiveawayn bas i s .  

(b )  The governmental a s s i s t ance  to Point  Iv$ 
p r o j e c t s  w i l l  be l imi ted  t o  ( i )  the  extension 
of c r e d i t  on somewhat l i b e r a l  terms and ( i i )  
psychological and moral support.  

These d i f f e rences  may be graphica l ly  ou t l ined  by considering 
a s  i l l u s t r a t i v e  the  cons t ruc t ion  of a bridge over  r i v e r  Y i n  Country X. 
L e t  us f u r t h e r  asswne t h a t  the  bridge w i l l  be b u i l t  f o r  Country X 
r a t h e r  than  a t o l l  o r  o t h e r  p r i v a t e  company. A syndicate would then 
be formed of companies i n  t h e  o t h e r  coun t r i e s  above mentioned, which 
a re  s k i l l e d  i n  bridge cons t ruc t ion  and t h e  f a b r i c a t i o n  of bridge 
mater ia ls .  Such companies would pool t h e i r  s k i l l s  and resources and 
negot ia te  f o r  the  job a t  a p r i c e  which would be paid by Country X and 
would provide a p r o f i t  t o  the  syndicate.  Since the  payment of such 
p r i ce  would undoubtedly r equ i re  t h e  extension of c r e d i t  over  varying 
periods--possibly up t o  10-12 years ,  such c r e d i t  would be given t o  
Country X by the  syndicate.  The syndicate i n  t u r n  would probably need 
governmental banking as s i s t ance  which could only be adequately pro- 
vided by ins t rumen ta l i t i e s  of  t h e  United S t a t e s  Government, although 
some c r e d i t  needs could undoubtedly be provided from p r l v a t e  sources. 
Credi t  would not,  however, be extended to Country X by the  United S t a t e s .  

The composition of t h e  cons t ruc t ion  syndica te  might vary  a s  
t h e  cons t ruc t ion  p r o j e c t s  var ied ,  although it seems l i k e l y  t h a t  a few 
companies would, because of t h e  scope of t h e i r  s k i l l s ,  be included i n  
a l l  syndicates .  



Fr i ed .  Krupp, Essen, has been engaged i n  t h i s  work f o r  some 
years  and i s  p a r t i c u l a r l y  f i t t e d  and w i l l i n g  t o  a c t  a s  a f o c a l  po in t  
of t h i s  program. Aside from the p a s t  experience of Krupp, t h e  s e l e c t i o n  
of a German company a s  syndica te  manager avoids t h e  rnore obvious a spec t s  
of t h e  " c ~ l o n i a l i s r n ~ ~  charge. 

11. The Advantages of t h i s  Approach 

The advantages o f  t h i s  p r i v a t e  prof it -pri  va te  e n t e r p r i s e  
program a s  d i s t i ngu i shed  from a governmental giveaway o r  l oan  program 
a r e  many. A few of t h e  more important  advantages may be summarized, 
a s  fol lows:  

(a)  Technical  a s s i s t a n c e  can be placed on  a " t r ade ,  
not  a id"  bas i s ,  t hus  p l eas ing  both t h e  r e c i p i e n t  
and provider  of t h e  a s s i s t a n c e .  

( b )  Suggestions of p o l i t i c a l  in f luence ,  pressure  and 
purpose should be minimized, i f  not  completely 
avo i d  ed . 

( c )  The t echn ica l  s k i l l s  a v a i l a b l e  t o  p r i v a t e  en t e r -  
p r i s e  w i l l  be  of t h e  h ighes t .  

( d )  Economic a s s i s t a n c e  on a p r o f i t  b a s i s  can  be  much 
g r e a t e r  than  on a giveaway b a s i s .  

( e )  P r i v a t e  management of  t h i s  program should be more 
e f f e c t i v e ,  e f f i c i e n t  and economical. 

( f )  The m i l i t a r y  s i g n i f i c a n c e  o f  economic a i d  w i l l  b e  
minimized. 



THE PIXFAU PUN 

The Pineau Plan, o r ig ina ted  by C h r i s t i a n  Pineau, t h e  French 
Foreign Minister ,  w a s  presented t o  t h e  NATO Council on Way 4, 1956. 
It i s  based on the  premise t h a t  the  slow pace of  economic development 
i n  c e r t a i n  a r e a s  of the  world, where prover ty  i s  s t i l l  an element of 
i n s t a b i l i t y  and subversion, makes it advisable to formulate a c o m n  
s tand which NATO coun t r i e s  might adopt and euggest t o  o t h e r  coun t r i e s  
i n  an  e f f o r t  t o  f i n d  the  most s u i t a b l e  methods f o r  improving t h e  s i t u -  
a t i o n  which i s  not  on ly  i n t o l e r a b l e  from a human s t a rdpo in t  but  a 
t h r e a t  t o  world peace. 

The purpose of t h e  p lan  i s  not  t o  supersede e x i s t i n g  a i d  
programs, but  r a t h e r  t o  bridge c e r t a i n  recognized gaps a d  improve as-  
s i s t a n c e  methods aga ins t  which c r i t i c i s m s  a r e  f r equen t ly  l e v e l l e d  not  
unreasonably. 

The bas ic  ideas s e t  f o r t h  i n  t h e  Pineau Plan aret ------- -- 
1 )  It is necessary, under the  circumstances, t o  maintain 

e x i s t i n g  t r e a t i e s  and organizat ions,  and i n  p a r t i c u l a r ,  those thmxgh 
which t h e  A t l a n t i c  so l - ida r i ty  may most e f f i c i e n t l y  express i t s e l f .  

2) Other powers, e s p e c i a l l y  a i d  r ec ip ien t s ,  must not  have 
the impression t h a t  these  t r e a t i e s  o r  organiza t ions  a r e  means of p o l i t i -  
c a l  pressure. Consequently, NATO na t ions  should agree on  a corrrmon s tand 
wi th in  an agency s e l e c t e d  f o r  a l l o c a t i n g  a id ,  

3) It would be  appropri.ate f o r  t h e  pub l i c  t o  know t h e  accura te  
amount of a i d  given b y  each country t o  o the r  na t ions  of  t h e  world. 

L) It would be  advisable t o  s e t  up a s o r t  of i n t e r n a t i o n a l  
"super-compensation" making poss ib le  spec ia l  e f f o r t s  f o r  coun t r i e s  who 
have not been aided, or aided only minimally. 

5 )  Such a i d  would have t h e  b e n e f i t  of b e t t e r  psychological 
cordj.tions, e s p e c i a l l y  i f  some agreeable i n t e r n a t i o n a l  c o n t m l  is  provided. 

6 )  Such a i d  opera t ions  would be f a c i l i t a t e d  by a s t a b i l i z a t i o n  
of world p r i ces  of  raw mater ia ls*  

7 )  Aid should involve f i n a n c i a l  condi t ions  corresponding to 
a normal r e t u r n  on work undertaken, uhich impl ies  a p o l i c y  providing 
f o r  reduced r a t e s  of i n t e r e s t ,  longes t  terms o f  payment and more f l e x i b l e  
r egu la t ions  concerning c r e d i t  and insurance. 

8)  Aid opera t jons  should contemplate t r i a n g u l a r  e f f o r t s ,  so  
a s  t o  enable s t a t e s  with an unsa t i s f ac to ry  f i n a n c i a l  s i t u a t i o n  but  g r e a t  
i n d u s t r i a l  p o s s i b i l i t i e s  to p a r t i c i p a t e  on  a l a r g e r  s c a l e  i n  t h e  common 
e f fo r t .  



9) Technical ass is tance must play a great  par t  i n  the  
urdertaking because it enables in teres ted countries t o  bring t h e i r  
f u l l e s t  contribution t o  t h e i r  own development. 

10) In  order t h a t  a id  recipients  may f e e l  t h a t  t h e i r  f ree-  
dom of act ion is unimpajred, it would be advisable t h a t  an independent 
in ternat ional  organization be entrusted with the  study of large-scale 
undertakings. Interested countries would then choose t h e i r  contractors. 

The Pineau Plan c a l l s  f o r  the  establishment of an agency for  - ---- -- - 
World Economic Development. - 

In  order t o  t r ans l a t e  the  foregoing ideas into  action,  the  
French Government suggested t ha t  the  NATO Council member nations propose 
t o  the  United Nations the  establishment of a World Economic Development 
Agency (W.E.D.~ . ) . The Agency would include t 

A) A s teer ing board responsible ta UEID, on which would sit, 
besides the  main s t a t e s  granting aid, representatives of the s t a t e s  re- 
ceiving aid. The main task of t h i s  committee mu ld  be, w i t h  regard to 
requirements, t o  secure t he  most su i tab le  u t i l i z a t i o n  of avai lable  re- 
sources and the  coordination of effokts.  

B) A s t a t i s t i c a l  off ice ,  which m u l d  cen t ra l ize  t h e  amaunt 
of a l l  e f f o r t s  made o r  p l a ~ e d  i n  favor of underdeveloped countries. 

C )  A Bank o r  Fund, t o  be i n  charge of c r e d i t s  which would 
be imputed t o  SUNFED and the various assistance programs of t he  UN, in 
close  contact with the  International Bank and the  Internat ional  Finance 
Corporation. The Bank m u l d  receive the contributions of member s t a t e s  
and keep account of the  e f f o r t s  made by each country d i r e c t l y  o r  i nd i r ec t l y  
f o r  the common endeavor. It would grant the  kind of a id  which the  s tee r -  
ing board deemed most appropriate. 

D) A commsrcial agency ( o r  center) ,  t o  buy and r e s e l l  sur- 
pluses of beneficiary countries. 

E )  A technical  i n s t i t u t e  with two branchest (1)  technical  
assistance;  and ( 2 )  atudy, research and prospection. 

The cost  of operation would be covered by the  Bank, which would 
deduct t o  t h i s  end the  relevant amount from the contributions of member 
s ta tes .  

Each year the  s tee r ing  board would submit t o  the  ECOSOC an over- 
a l l  repor t  on the  work of the  above bodies& 



THE - TAKASAKI PROPOSAL 

February 1956 

Tatsunosuke Takasaki, Director Qeneral of Japan's Economic 
Planning Board, ea r ly  th ia  year proposed the establishment of an 
A s i a n  developmnt corporation t o  be fhanced  equally by the  United 
Stataa and par t ic ipat ing Asian nations. Mr. Takaeraki is  a former 
sucuessful Japanese i ndus t r i a l i s t ,  a former governor of the  Manchurian 
Heavy Industry Development Corporation and, j u s t  pr ior  t o  h i s  present 
post, chairman of the  Japaneae Elec t r ic  Power Development Company, 
one of Japanla moat successful governmental planning and administrative 
bodies. 

The proposal ca l l a  fo r  an or iginal  cap i ta l iza t ion  of from 
$100,000,000 t o  $200,000,000, and envisions the s e t t i ng  up of a corpo- 
ra t ion  uhich would ult imately become self-sustaining from the or ig ina l  
grant. 

The function of the  corporation would be t o  survey and help 
finance development projects  in nrember A s i a n  countries which would 
serve not only t he  country where the development vas t o  take place, 
but would benef i t  one or more Aaian countries a s  well. Suggested pro- 
j e c t ~  Mr. Takaaaki f e l t  could be p a r t i a l l y  financed through such a 
corporation included the  follawingr 

1, Development of coking coa l  deposits in Taiwan. 

2. Development of Indian r a i l  and por t  f a c i l i t i e s  t o  
expedita the  export of i ron  ore urgently needed by 
Japan and other industrializing nations of Asia. 

3 Exploitation of P h i l i p p b e  lou-grade copper deposits. 

M r .  Takaeaki envision8 t h a t  the United S ta tes  would organize 
and help finance the  corporation, and then supervise i t s  operations. 
However, members of the  United Nations Economic Commission f o r  Asia 
and the  Far  East or the  Colombo Plan would par t ic ipa te  in the organiza- 
tion. 

Hr. Takasaki has been described as "a f r iend ly  Japanese c r i t i c  
of U. S. assistance program in the Far Eastn,  and he regards h i s  proposal 
as  a low-cost plan fo r  using United S ta tes  a i d  t o  help Asians t o  help 
themelvea. 



UNI'I'FJ) STATES FOREIGN POLICY 

A c r i t i c a l  a p p r a i s a l  of t he  i n t e r n a t i o n a l  s i t u a t i o n  
and the  evo lu t ion  of United S t a t e s  fo re ign  po l i cy  from 1945-55 

by the  Brookings I n s t i t u t i o n  

August 1956 

This  r e p o r t  i s  the  e i g h t h  i n  a  s e r i e s  of annual surveys 
i ~ a i ~ g r a t e d  by the  Brookings I n s t i t u t i o n  i n  1947 on Major P rob lem 
of United S t a t e s  Foreign Po l i cy ,  t he  p r i n c i p a l  purpose of which w a s  
t o  i d e n t i f y  and analyze t h e  problems of dec i s ion  t h a t  confronted 
American p b l i c y  make& a s  they sought t o  r e a l i z e  t h e  o b j e c t i v e s  of 
t he  United S t a t e s  i n  the  circumstances t h a t  p reva i l ed  i n  t h e  worltl. 

The p re sen t  volume seeks t o  p re sen t  a  p i c t u r e  of American 
purpose and a c t i o n  as the  United S t a t e s  moved from a  war  i n  which it 
was a  dominating power t o  a  postwar s i t u a t i o n  i n  which it sought t o  
shape,  by agreement with o the r  s t a t e s ,  a  p a r t i c u l a r  kind of i n t e r -  
n a t i o n a l  system, and then  i n t o  a  s i t u a t i o n  i n  which it was obl iged  
t o  a c t  u n i l a t e r a l l y  a s  a  major power i n  an  i n t e r n a t i o n a l  system t h a t  
was tak ing  q u i t e  a  d i f f e r e n t  form. By focus ing  a t t e n t i o n  on t h e  key 
dec i s ions  t h a t  were made and the  a l t e r n a t i v e  courses  t h a t  were a v a i l a b l e ,  
the  au tho r s  have sought,  by employing the  nproblem approachn, t o  r e f l e c t  
an emerging p a t t e r n  of United S t a t e s  p o l i c i e s  and a c t i o n s  dur ing  t h e  
per iod  t h a t  were t h e  consequence of an unbroken s e r i e s  of i n t e r l o c k i n g  
choices ,  on ly  some of which were American. 

P a r t  One of t h i s  r e p o r t  cons iders  t he  American goa ls  i n  
world a f f a i r s  a t  t he  end of t h e  Second World War. It surveys b r i e f l y  
t h e  evolu t ion  of t he  American view of f o r e i g n  a f f a i r s  and of t h e  
i n t e r e s t s  of t h e  United S t a t e s  and t h e  aims of United S t a t e s  p o l i c y  
a s  t hese  were o f f i c i a l l y  s t a t e d  a t  t h e  end of t h e  Second World War. 

P a r t  Two i s  devoted t o  a running account  of t h e  United S t a t e s  
p o l i c y  choices  t h a t  were made from 1947 t o  1950 and of t he  considera-  
t i o n s  and gu ide l ines  t h a t  in f luenced  these  choices .  

P a r t  Three d e a l s  with t h e  period s i n c e  1950. It opens wi th  
a  genera l ized  a n a l y s i s  of the  s t r u c t u r e  of t h e  i n t e r n a t i o n a l  system a s  
it evolved from t h e  Second World War. It then  cons ide r s  t h e  s h i f t i n g  
framework of i n t e r p r e t a t i o n  and purpose t h a t  guided t h e  choices  of 



United S t a t e s  po l i cy  makers a s  they  sought t o  develop and maintain 
-1 spci:re and s a t i s f a c t o r y  pos i t i on  f o r  t h e  United S t a t e s  i n  t h i s  un- 
s t 3 b l e  cys tern. 

P a r t  Four examines t h e  p resen t  p o s i t i o n  of t he  United S t a t e s .  
I t  opens with an  ana1,ysis of t h e  changes t h a t  have taken p lace  i n  t h e  
nnsition an.\ r o l e  of  the United S t a t e s  i n  t h e  i n t e r n a t i o n a l  system. 
I t  then ~xarnj-nes t h e  case f o r  a  comprehensive review of American pur- 
PCSPS and p a t t e r n s  of a c t i o n ,  and notes t h e  framework wi th in  which such 
a review might be expected t o  t ake  place,  The volume ends with a  survey 
of t h e  broad range of choices t h a t  appear t o  be open t o  t h e  United 
S t a t e s  a s  the  second decade of postwar h i s t o r y  begins.  

The Framework f o r  Pol icy  Review 

I n  i t s  penu : l t imte  chapter ,  t he  r e p o r t  s t a t e s  t h a t  t he  United 
S t a t e s  Government has c l e a r l y  given s igns  t h a t  i t s  machinery of dec is ion  
and a c t i o n  was being d i r e c t e d  toward a  broad and comprehensive review 
of the American posit.ion, t h e  American goals ,  and the  e x i s t i n g  ways 
f o r  approaching those goals .  I t  seeks t o  o u t l i n e  a  genera l  framework 
of es t imate ,  judgment, s p e c i f i c  ques t ions ,  and concre te  i s s u e s  wi th in  
which any re-examination of t he  p o s i t i o n  of t he  United S t a t e s  must pro- 
ceed. 

According t o  t h i s  a n a l y s i s ,  such re-examination must be d i r ec -  
ted:  f i r s t ,  t o  drawing a  working p i c t u r e  of Sov ie t  ob jec t ives ,  both  
maximum and minimum; second, t o  matching t h i s  p i c t u r e  wi th  a  view of t h e  
way i n  which the  i n t e r n a t i o n a l  system i s  now l i k e l y  t o  opera te ;  and 
t h i r d ,  t o  a  reformulat ion of American purposes and t o  a  re-examination 
of American c a p a b i l i t i e s .  From t h i s  process w i l l  presumably be der ived  
r e s t a t e d  p o l i c i e s  with r e s t a t e d  ob jec t ives ,  adapted t o  meet S o v i e t  i n -  
t e n t i o n s  and c a p a b i l i t i e s  i n  the  p r e v a i l i n g  circumstances. 

The s p e c i f i c  problems, a t  l e a s t  t he  s p e c i f i c  a reas  i n  which 
t h e  key problems of Arnerican-Soviet, o r  f r e e  world-Communist world r e -  
l a t i o n s  a r e  seen t o  e x i s t  a r e  Germany and Cen t ra l  Europe, Southeast  Asia,  
and the  Middle East.  And t h e  problems of these  a reas  a r e  s t i l l  subsumed 
i n  t h e  m r e  comprehensive problem of competing s e c u r i t y  organiza t ions  
and systems. The authors  be l i eve  t h a t  a  re-examination of t h e  var ious  
a l t e r n a t i v e  accepted approaches of t h e  U. S. t o  these  problems may b r ing  
about an examination of a very  bas ic  quest ion:  What kind of s t r u c t u r e  of 
t he  i r ~ t e r n a t i o n a l  system i s  a t  t h e  maximum d e s i r e d  by, o r  a t  the  minimum 
acceptable  t o ,  t h e  IJni t e d  S t a t e s ?  

The s tudy c a l l s  f o r  a  re-examination of t h e  p o l i c i e s  of economic 
a s s i s t a n c e ,  and poin ts  o u t  t h a t  they have, f o r  some time, been inc reas ing ly  
l i nked  with t h e  pol icy  of a l l i a n c e s ,  and have tended t o  become i n f l e x i b l e  
a s  t h a t  po l i cy  has become r i g i d .  The quest ion then comes up f o r  d iscus-  
s i o n  whether t h e i r  substance can be r e t a i n e d  while  emphasis and purpose 
a r e  s h i f t e d  t o  g y i n  f l e x i b i l i t y .  The r e p o r t  s t a t e s  t h a t  t h e  administra-  
t i o n  went on record  a t  t h e  s t a r t  of 1956 as be l i ev ing  t h a t  t h i s  s t e p  w a s  
not  only poss ib le ,  but  d e s i r a b l e  and necessary. 



This, however, tends t o  throw the question of economic aid,  
a s  well as  of a l l iances ,  i n t o  the context of Soviet-Comnunist inten- 
t ions  and capabi l i t i es .  And when the  &ole review of the  American 
position, objectives,  and pol ic ies  i s  car r ied  on primarily i n  t h i s  
context, it brings t o  l i f e  a range of continuing issues ,  many of which 
a r e  the old familiar  ones of the  geographical concentration of American 
action! Is Europe the primary issue? O r  Asia? Or should act ion be 
taken a s  required on the  global perimeter of the Soviet  bloc? Or should 
the defense perimeter be defined i n  r e l a t i on  t o  the  Western Hemisphere 
alone? 

The report  points out t h a t  pr ior  t o  1954 the l a s t  of these 
questions was not argued separately from the la rger  issue of t he  degree 
and form of United S ta tes  par t ic ipat ion i n  the a f f a i r s  of the  interna- 
t i ona l  system. The defense of the Western Hemisphere a s  a so le  secur i ty  
policy f o r  the United S ta tes  exlsted only a s  the s t r a t eg i c  component of 
a policy of reducing American par t ic ipat ion i n  the  in te rna t iona l  system 
t o  a minimum. 

This f u l l  range of discussion was la rge ly  a t  an end by 1954. 
The United S ta tes  was a par t ic ipant  i n  the  world system. The purpose 
of par t ic ipat ion was t o  develop co l lec t ive  secur i ty  act ion i n  the  f r e e  
world. The technique of par t ic ipat ion was a policy of a l l i ances  sup- 
ported by programs of assistance.  The pivotal  area was Western Ehrope. 
But i f  the s t ructure  of the internat ional  system should no longer prove 
receptive t o  action along t h i s  l i ne ,  a l l  of these questions might be 
reopened. 

They would be reopened, however, in  a context very d i f f e r en t  
from t h a t  of a bipolar world. I n  a bipolar system, the American pat tern  
of objectives and po l ic ies  could be applied universally with some val id-  
i t y .  A program of economic ass is tance leading t o  p o l i t i c a l  s t a b i l i t y ,  
then the  support of an a l l iance,  and f i n a l l y  t o  a system of co-operative 
defensive action was a val id  concept i n  a world presumed t o  be tending 
toward two organized power groupings. 

I f ,  however, the world tended away from bipolar i ty ,  a l og i ca l  
progression was no longer possible from a generally applied program of 
ass is tance t o  a s ingle  objective of co l lec t ive  secur i ty  action. Ekecu- 
t i on  across the  board would break don! f i r s t .  While economic a id  t o  
Western Europe sought t o  put t ee th  i n t o  the  NATO, economic a i d  t o  South- 
ea s t  Asia, even though defined as  putt ing tee th  i n t o  the  Southeast Asia 
Collective Defense Treaty, would run i n t o  res is tance i f  i t s  aim were 
thus res t r ic ted .  Actually, the goal would be economic development. A s  
t h i s  goal was approached, the rec ip ien t  s t a t e s  would i n  f a c t  become 
f r e e r  t o  choose whether t h e i r  next s t ep  would be t o  help  t o  put t ee th  
i n t o  the  new organization, or t o  pu l l  away from co l lec t ive  act ion and 
t o  develop national pol ic ies  t o  the  maximum. 

Other questions discussed i n  the  repor t  which become subject  
t o  re-examination i n  an overal l  review include s t r a t eg i c  control  of 



East-West t r ade ,  t h e  t h e s i s  of massive r e t a l i a t i o n ,  t h e  major i s s u e  
of accommodation between t h e  United S t a t e s  and t h e  Sov ie t  Union, 
and t h e  minor i s s u e  of disarmament. The problem of disarmament is  
def ined  a s  "minorm in r e l a t i o n  t o  accommodation because it i s  considered 
improbable t h a t  diaarmunent proposals w i l l  become opera t ive  i n  the  
absence of persuasive evidence of accommodation. 

A v a r i e t y  of conclusions emerge from t h e  r e p o r t ' s  d iscuss ion  
of a l t e r n a t i v e  judgmen.ts. The s i t u a t i o n  of t h e  f r e e  world has d e t e r i -  
ora ted ,  and the  p o l i c i e s  of t h e  United S t a t e s  have been s e r i o u s l y  f r u s -  
t r a t e d .  A l t e rna t ive ly ,  United S t a t e s  p o l i c i e s  have forced  t h e  Sov ie t  
Union t o  check i t s  course of armed aggression and t o  t u r n  t o  tough 
diplomatic ,  economic, and ideo log ica l  competition ins tead .  Both e s t i -  
mates conclude t h a t  t h e  United S t a t e s  should c a r r y  on wi th  i ts p resen t  
p a t t e r n  of policy: t he  former c a l l i n g  f o r  g r e a t e r  e f f o r t  and g r e a t e r  
s a c r i f i c e ,  t h e  l a t t e r  f o r  d i f f e r e n t  emphasis w i th in  the  pa t te rn .  The 
r e p o r t  s t a t e s  t h a t  no one has y e t  suggested a l l -ou t  a c t i o n  t o  r eve r se  
t h e  t r end  and t o  br ing  t h e  f r e e  world f i r m l y  i n t o  l i n e  wi th  American 
purposes. I n  t h e  same way, no one has  y e t  suggested t h a t  t h e  t r end  i s  
consonant with American purposes and should be encouraged even a t  t h e  
p r i c e  of s i g n i f i c a n t  s h i f t s  i n  policy. I n  s h o r t ,  t he  au thors  be l ieve  
t h e  f u l l  scope of t he  i s s u e  has n o t  y e t  been f u l l y  revealed,  and the  
f l r l l  impl ica t ions  of t h e  bas ic  a l t e r n a t i v e s  have n o t  y e t  been explored, 
although t h e r e  i s  much i n  the  r e c e n t  record of events  t o  sugges t  t h a t  
a key poin t  of dec is ion  may be involved. 




